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Medi care Program Revisions to Paynment Policies Under the
Physi ci an Fee Schedul e for Cal endar Year 2001

AGENCY: Health Care Financing Adm nistration (HCFA), HHS.

ACTI ON:  Proposed rul e.

SUMVARY: This proposed rule woul d make several changes affecting
Medi care Part B paynent. The changes include: refinenent of
resour ce- based practice expense relative value units (RVUs);
changes to the geographic practice cost indices; resource-based
mal practice RVUs; critical care RVUs; care plan oversight and
physician certification/recertification; observation care codes;
ocul ar phot odynam c therapy and ot her ophthal nol ogi ca
treatnents; electrical bioinpedance; the global period for
insertion, renoval, and replacenent of pacemakers and

cardi overter defibrillators; antigen supply; lowintensity

ul trasound; and the inplantation of ventricul ar assist devices.
This proposed rule al so discusses or clarifies the paynent policy
for inconplete nedical direction, pulse oxinetry services,

out patient therapy supervision, outpatient therapy caps, and the

second 5-year refinenent of work RVUs for services furnished



HCFA- 1120- P 2
begi nni ng January 1, 2002. W are proposing these changes to
ensure that our paynent systens are updated to reflect changes in
nmedi cal practice and the relative value of services. W solicit
comments on the proposed policy changes.

DATES: To be assured of consideration, we nust receive coments
at the appropriate address, as provided below, no |later than

5 p.m on [60 days after the date of publication in the Federal
Regi ster] .

ADDRESSES: Mail witten comments (1 original and 3 copies) to
the foll owi ng address only:

Heal t h Care Financing Adm nistration,

Depart nent of Health and Human Servi ces,

Attention: HCFA-1120-P,

P. O Box 8013,

Baltinore, MD 21244-8013.

Pl ease allow sufficient tine for mailed conments to be
tinely received in the event of delivery delays. |If you prefer,
you may deliver your witten coments by courier (1 original and
3 copies) to one of the follow ng addresses:

Room 443-G Hubert H Hunphrey Buil di ng,

200 | ndependence Avenue, SW,

Washi ngton, DC 20201 or

Room C5- 14- 03,
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7500 Security Boul evard,

Bal timore, NMD 21244.

Comments nailed to the two above addresses may be del ayed
and received too |late to be considered.

Because of staff and resource limtations, we cannot accept
comments by facsimle (FAX) transm ssion. |In commenting, please
refer to file code HCFA-1120-P. Conments received tinely will be
avai |l abl e for public inspection as they are received, generally
begi nni ng approxi mately 3 weeks after publication of a docunent,
in Room 443-G of the Departnent's office at 200 I ndependence
Avenue, SW, Washi ngton, DC, on Monday through Friday of each
week from8:30 to 5 p.m (phone: (202) 690-7890).

FOR FURTHER | NFORMATI ON CONTACT:

Bob U i kowski, (410) 786-5721 (for issues related to
resour ce-based nal practice rel ative value units and geographic
practice cost index changes).

Carolyn Mullen, (410) 786-4589 or Marc Hartstein,

(410) 786-4539, (for issues related to resource-based practice
expense relative value units).

Ri ck Ensor, (410) 786-5617 (for issues related to care plan
over si ght and physician certification/recertification).

Ji m Menas, (410) 786-4507 (for issues related to inconplete

nmedi cal direction and the 5-year review).
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Roberta Epps, (410) 786-1858 (for outpatient therapy-related
i ssues).

Cat hl een Scally, (410) 786-5714 (for issues related to
observation care codes).

D ane M I stead, (410) 786-3355 (for all other issues).
SUPPLEMENTARY | NFORVATI ON:

Copi es: To order copies of the Federal Register containing
this docunent, send your request to: New Orders, Superintendent
of Docunents, P.QO Box 371954, Pittsburgh, PA 15250-7954.
Specify the date of the issue requested and encl ose a check or
noney order payable to the Superintendent of Docunents, or
encl ose your Visa or Master Card nunmber and expiration date.
Credit card orders can also be placed by calling the order desk
at (202) 512-1800 or by faxing to (202) 512-2250. The cost for
each copy is $8. As an alternative, you can view and phot ocopy
the Federal Regi ster docunment at nost |ibraries designated as
Federal Depository Libraries and at many ot her public and
academic libraries throughout the country that receive the
Federal Register. This Federal Register docunent is also
avai l abl e fromthe Federal Register online database through GPO
Access, a service of the U S. Governnment Printing Ofice. The

Website address is: http://ww. access. gpo. gov/ nara/index. htm.



HCFA- 1120- P S

Informati on on the Lewin report referenced in the preanble
can be found on our honmepage. This data can be accessed by using
the follow ng directions:

1. Go to the HCFA honepage (http://ww. hcfa. gov).

2. Cdick on "Medicare."

3. dick on "Professional/Technical Information."

4. Sel ect Medicare Paynent Systens.

5. Select Physician Fee Schedul e.
O, you can go directly to the Physician Fee Schedul e page by
typing the follow ng: http://ww.hcfa. gov/ nedi care/ pfsnmai n. ht m

To assist readers in referencing sections contained in this
preanble, we are providing the followi ng table of contents. Sone
of the issues discussed in this preanble affect the paynent
policies but do not require changes to the regulations in the
Code of Federal Regul ations.
Tabl e of Contents
. Background

A. Legi sl ative History

B. Publ i shed Changes to the Fee Schedul e
I1. Specific Proposals for Cal endar Year 2001

A. Resour ce- Based Practice Expense Rel ative Value Units

B. Geographic Practice Cost Index Changes

C. Resour ce- Based Mal practice Relative Value Units

D

Critical Care Relative Value Units
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E

K

L

O her

A

B

C

D.

Care Plan Oversight and Physician
Certification/Recertification
Observation Care Codes
Ccul ar Phot odynanmi ¢ Therapy and O her Opht hal mal ogi ca
Treat nents
El ectrical Bi oi npedance
G obal Period for Insertion, Renoval, and Repl acenent
of Pacemakers and Cardioverter Defibrillators
Anti gen Supply
Low Intensity U trasound
I mpl antation of Ventricular Assist Devices
| ssues
I nconpl ete Medical Direction
Paynment for Pulse Oxinetry Services
Qut pati ent Therapy Supervi sion

Qut pati ent Therapy Caps

I'V. Five Year Refinenent of Relative Value Units

V. Col l ection of Information Requirenents

VI. Response to Conments

VII. Regulatory Inpact Analysis

VI11. Federalism

Addendum A -- Explanation and Use of Addendum B

Addendum B -- 2001 Relative Value Units and Rel ated | nformation

Used in Determ ning Medicare Paynments for 2001
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Addendum C - -

Addendum D - -

Addendum E - -

Addendum F - -

Addendum G - -

Addendum H - -

Clinical Staff Tinmes for Selected Codes
Comparison of 1999 and Proposed 2002 O fice Rent

I ndex By Fee Schedul e Area

Conmparison of 1999 and Proposed 2002 Ml practice
GPCl s By Fee Schedul e Area

2002 Geographic Practice Cost Indices by Medicare
Carrier and Locality

2001 Geographic Practice Cost Indices by Medicare
Carrier and Locality

Proposed 2002 Versus 1999 Geographi ¢ Adj ust nent

Factors ( GAF)

In addition, because of the nmany organi zations and terns to

which we refer

by acronymin this proposed rule, we are listing

these acronyns and their corresponding terns in al phabetica

order bel ow

AVA Anerican Medi cal Association

BBA Bal anced Budget Act of 1997

BBRA Bal anced Budget Refi nenent Act

CF Conversion factor

CFR Code of Federal Regul ations

CPT [ Physicians'] Current Procedural Term nol ogy

[4th Edition, 1997, copyrighted by the Anerican Medica

Associ ati on]

CPEP Clinical Practice Expert Pane
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CRNA
E/'M
EB
FMR
GAF
GPC
HCFA
HCPCS
HHA
HHS

| DTFs

VEDPAC

IVEI

M5A

NAMCS

PC
PEAC
PPAC
PPS

RUC

Certified Registered Nurse Anestheti st
Eval uati on and nanagenent

El ectrical bioi npedance

Fair market rental

Geogr aphi ¢ adj ustnent factor

Geographi c practice cost index

Heal t h Care Fi nancing Adm nistration

HCFA Comon Procedure Codi ng System

Hone heal th agency

[ Departnent of] Health and Human Servi ces
| ndependent Di agnostic Testing Facilities
Medi care Carrier Manua

Medi care Paynment Advi sory Conm ssion

Medi care Economi c | ndex

Medi cal Group Managenent Associ ation
Metropolitan Statistical Area

Nat i onal Anmbul atory Medi cal Care Survey
Omi bus Budget Reconciliation Act

Pr of essi onal conponent

Practice Expense Advisory Conmm ttee
Practici ng Physicians Advi sory Counci
Prospective paynent system

[AMA's Specialty Society] Relative [Val ue]

Commi ttee

Updat e



HCFA-1120- P 9

RVU Rel ati ve val ue unit

SGR Standard growth rate

SVB [ AMA' s] Soci oeconom ¢ Monitoring System
TC Techni cal conponent

l. Backgr ound
A. Legi sl ative History

Since January 1, 1992, Medicare has paid for physician
servi ces under section 1848 of the Social Security Act (the Act),
"Payment for Physicians' Services." This section contains three
maj or el enents--(1) a fee schedule for the paynent of physicians
services; (2) a sustainable gromh rate for the rates of increase
i n Medi care expenditures for physicians' services; and (3) limts
on the anmounts that nonparticipating physicians can charge
beneficiaries. The Act requires that paynments under the fee
schedul e be based on national uniformrelative value units (RVUs)
based on the resources used in furnishing a service. Section
1848(c) of the Act requires that national RVUs be established for
physi ci an work, practice expense, and mal practi ce expense.

Section 1848(c)(2)(B)(ii)(l1l) of the Act provides that
adjustnents in RVUs nmay not cause total physician fee schedul e
payments to differ by nmore than $20 million from what they woul d
have been had the adjustnents not been nmade. If adjustnents to

RVUs cause expenditures to change by nore than $20 million, we
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nmust make adjustnents to the conversion factors (CFs) to preserve
budget neutrality.
B. Publ i shed Changes to the Fee Schedul e

We published a final rule on Novenber 25, 1991 (56 FR 59502)
to i nplenent section 1848 of the Act by establishing a fee
schedul e for physicians' services furnished on or after
January 1, 1992. In the Novenber 1991 final rule (56 FR 59511),
we stated our intention to update RVUs for new and revi sed codes
in the American Medical Association's (AVA' s) Physicians' Current
Procedural Term nology (CPT) through an "interimRVU" process
every year. W published the updates to the RVUs and fee
schedul e policies are as foll ows:

* Novenber 25, 1992, a final notice with comment period on
new and revised RVUs only (57 FR 55914).

e Decenber 2, 1993, a final rule with coment period
(58 FR 63626) revised the refinenent process used to establish
physi cian work RVUs and to revise paynent policies for specific
physi ci ans' services and supplies. (W solicited comments on new
and revised RVUs only.)

e Decenber 8, 1994, a final rule with coment period
(59 FR 63410) revised the geographic adjustnment factor (GAF)
val ues, fee schedul e paynent areas, and paynent policies for
speci fic physicians' services. The final rule also discussed the

process for periodic review and adjustnment of RVUs not | ess
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frequently than every 5 years as required by section
1848(c)(2)(B) (i) of the Act.

e Decenber 8, 1995, a final rule with coment period
(60 FR 63124) revised various policies affecting paynent for
physi ci ans' services including Medicare paynent for physicians'
services in teaching settings, the RVWUs for certain existing
procedure codes, and established interimRVUs for new and revi sed
procedure codes. The rule also included the final revised 1996
geographic practice cost indices (GPCls).

e Novenber 22, 1996, a final rule with comment period
(61 FR 59490) revised the policy for paynent for diagnostic
services, transportation in connection with furnishing diagnostic
tests, changes in geographic paynent areas (localities), and
changes in the procedure status codes for a variety of services.

e COctober 31, 1997, a final rule with coment period
(62 FR 59048) revised the GPCls, physician supervision of
di agnostic tests, establishnent of independent diagnostic testing
facilities, the methodol ogy used to devel op reasonabl e
conpensation equivalent limts, paynment to participating and
nonpartici pati ng suppliers, global surgical services, caloric
vesti bul ar testing, and clinical consultations. It also
i npl enented certain provisions of the Bal anced Budget Act of 1997

(BBA) (Public Law 105-33), enacted on August 5, 1997, and
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i npl enented the RVUs for certain existing procedure codes and
established interimRVUs for new and revi sed procedure codes.

* Novenber 2, 1998, a final rule with coment period
(63 FR 58814) revised the policy for resource-based practice
expense RVUs, nedical direction rules for anesthesia services,
and paynent for abnormal Pap snears. W al so rebased the
Medi care economic index (MeEl) froma 1989 base year to a 1996
base year. Under the law, we were also required to develop a
resour ce-based system for determ ning practice expense RVUs. The
BBA del ayed, for 1 year, inplenentation of the resource-based
practice expense RVUs until January 1, 1999. Also, the BBA
revi sed our paynment policy for nonphysician practitioners, for
out patient rehabilitation services, and for drugs and bi ol ogi cal s
not paid on a cost or prospective paynent basis. In addition,
the BBA permtted certain physicians and practitioners to opt out
of Medicare and furnish covered services to Medicare
beneficiaries through private contracts and permts paynent for
prof essi onal consultations via interactive tel econmunication
systens. Furthernore, we finalized the 1998 interimRVUs and
i ssued interimRVUs for new and revised codes for 1999. The
final rule also announced the CY 1999 Medi care physician fee
schedul e CF under the Medicare Suppl enentary Medical |nsurance
(Part B) program as required by section 1848(d) of the Act. The

1999 Medi care physician fee schedule CF was $34. 7315.
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* Novenber 2, 1999, a final rule with coment period
(64 FR 59380) made several changes affecting Medicare Part B
paynment. The changes included: inplenentation of resource-based
mal practi ce i nsurance RVUs; refinenent of resource-based practice
expense RVUs; paynent for physician pathol ogy and i ndependent
| aboratory services; discontinuous anesthesia tine; diagnostic
tests; prostate screening; use of CPT nodifier -25;
qualifications for nurse practitioners; an increase in the work
RVUs for pediatric services; adjustnents to the practice expense
RVUs for physician interpretation of Pap snears; and a nunber of
ot her changes relating to coding and paynent. Furthernore, we
finalized the 1999 interim physician work RVUs and issued interim
RVUs for new and revised codes for 2000. The final rule
solicited public coments on the second 5-year refinenment of work
RVUs for services furni shed begi nning January 1, 2002 and
requested public cormments on potentially msval ued work RVUs for
all services in the CY 2000 physician fee schedule. The fina
rule conforned the regulations to existing |law and policy
regardi ng: renoval of the x-ray as a prerequisite for
chiropractic mani pul ati on; the exclusion of paynent for assisted
sui cide; and optonetrist services. The final rule al so announced
the CY 2000 Medi care physician fee schedul e CF under the Medicare

Suppl enent ary Medi cal Insurance (Part B) program as required by
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section 1848(d) of the Act. The 2000 Medi care physician fee
schedul e CF was $36.6137.

This proposed rule would affect the regul ations set forth at
Part 410, Supplenentary nedical insurance (SM) benefits and
Part 414, Paynent for Part B nedical and other services.
I1. Specific Proposals for Cal endar Year 2001
A Resour ce- Based Practice Expense Rel ative Value Units
1. Resour ce- Based Practice Expense Legi sl ation

Section 121 of the Social Security Act Amendnents of 1994
(Public Law 103-432), enacted on Cctober 31, 1994, required us to
devel op a net hodol ogy for a resource-based system for determ ning
practi ce expense RVUs for each physician's service begi nning
in 1998. In devel oping the methodol ogy, we were to consider the
staff, equi pnent, and supplies used in providing nmedical and
surgical services in various settings. The legislation
specifically required that, in inplenenting the new system of
practi ce expense RVUs, we nust apply the same budget-neutrality
provi sions that we apply to other adjustnents under the physician
fee schedul e.

Section 4505(a) of the BBA del ayed the effective date of the
resour ce- based practice expense RVU systemuntil January 1, 1999.
In addition, section 4505(b) of the BBA provided for a 4-year

transition period from charge-based practice expense RVUs to
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resource-based RVUs. The practice expense RVUs for CY 1999 were
the product of 75 percent of charge-based RVUs and 25 percent of
t he resource-based RVUs. For CY 2000, the RVUs were 50 percent
char ge- based and 50 percent resource-based. For CY 2001, the
RVUs will be 25 percent charge-based and 75 percent resource-
based. After CY 2001, the RVUs will be totally resource-based.

Section 4505(e) of the BBA provided that, in 1998, the
practi ce expense RVUs be adjusted for certain services in
antici pation of inplenentation of resource-based practice
expenses beginning in 1999. As a result, we increased practice
expense RVUs for office visits. For other services in which
practi ce expense RVUs exceeded 110 percent of the work RVUs and
were furnished | ess than 75 percent of the tinme in an office
setting, we reduced the 1998 practice expense RVUs to a nunber
equal to 110 percent of the work RVUs. This limtation did not
apply to services that had proposed resource-based practice
expense RVUs that increased fromtheir 1997 practice expense RVUs
as reflected in the June 18, 1997 proposed rule (62 FR 33196).
The services affected, and the final RVUs for 1998, were
publ i shed in the Cctober 1997 final rule (62 FR 59103).

The nost recent legislation affecting resource-based
practice expense was included in the Bal anced Budget Refi nenent
Act of 1999 (BBRA) (Public Law 106-113). Section 212 of the BBRA

stated that we nust establish a process under which we accept and
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use, to the maxi num extent practicable and consistent with sound
data practices, data collected or devel oped by entities and
organi zati ons. These data woul d suppl enent the data we normal |y
collect in determining the practice expense conmponent of the
physi ci an fee schedul e for paynents in CY 2001 and CY 2002.
2. Current Met hodol ogy for Conmputing Practice Expense Rel ative
Val ue Unit System

Effective with services on or after January 1, 1999, we
est abl i shed a new net hodol ogy for conputing resource-based
practi ce expense RVUs that used the two significant sources of
actual practice expense data we have available: the Cinica
Practice Expert Panel (CPEP) data and the AMA's Soci oeconormi c
Monitoring System (SM5) data. The net hodol ogy was based on an
assunption that current aggregate specialty practice costs are a
reasonabl e way to establish initial estimtes of relative
resource costs of physicians' services across specialties. The
nmet hodol ogy al |l ocated t hese aggregate specialty practice costs to
speci fic procedures and, thus, can be seen as a "top-down"
approach. The met hodol ogy can be sunmari zed as foll ows:

(a) Practice Expense Cost Pool s.

We used actual practice expense data by specialty, derived
fromthe 1995 through 1997 SMS survey data, to create six cost

pools -- adm nistrative |abor, clinical |abor, nedical supplies,
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medi cal equi pnent, office supplies, and all other expenses.
There were three steps in the creation of the cost pools.

e Step 1) W used the AMA's SMS survey of actual cost data
to determ ne practice expenses per hour by cost category. The
practi ce expenses per hour for each physician respondent's
practice was cal cul ated as the practice expenses for the practice
di vided by the total nunber of hours spent in patient care
activities. The practice expenses per hour for the specialty
were an average of the practice expenses per hour for the
respondent physicians in that specialty. In addition, for the
CY 2000 physician fee schedule, we used data froma survey
submtted by the Society of Thoracic Surgeons in calculating the
thoracic and cardi ac surgery's practice expense per hour. (See
t he Novenber 1999 final rule (64 FR 59391) for additiona
i nformati on concerni ng acceptance of this data.)

e« Step 2) W determned the total nunber of physician
hours (by specialty) spent treating Medicare patients. This was
cal cul ated from physician tinme data for each procedure code and
from Medi care cl ains data

« Step 3) W calculated the practice expense pool s by
specialty and by cost category by nultiplying the specialty
practi ce expenses per hour for each category by the total

physi ci an hours.
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For services with work RVUs equal to zero (including the
techni cal conmponent (TC) of services with a TC and prof essi ona
component (PC)), we created a separate practice expense poo
using the average clinical staff tine fromthe CPEP data (since
these codes by definition do not have physician tine), and the
"all physicians" practice expense per hour.

(b) Cost Allocation Methodol ogy.

For each specialty, we separated the six practice expense
pools into two groups and used a different allocation basis for
each group

(1) Direct Costs

For direct costs (including clinical |abor, nedica
suppl i es, and nedi cal equipnent), we used the CPEP data as the
al l ocation basis. The CPEP data for clinical |abor, nedica
suppl i es, and nedi cal equipnment were used to allocate the
clinical Iabor, nedical supplies, and nedi cal equi pnent cost
pool s, respectively.

For the separate practice expense pool for services with
work RVUs equal to zero, we used 1998 practice expense RVUs to
all ocate the direct cost pools (clinical |abor, nedical supplies,
and medi cal equi pnment cost pools) as an interimmeasure. Also,
for all radiology services that are assigned work RVUs, we used
the 1998 practice expense rel ative values for radi ol ogy services

as an interimneasure to allocate the direct practice expense
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cost pool for radiology. For all other specialties that perform
radi ol ogy services, we used the CPEP data for radi ol ogy services
in the allocation of that specialty's direct practice expense
cost pool s.

(2) Indirect Costs

To allocate the cost pools for indirect costs, including
adm ni strative |abor, office expenses, and all other expenses, we
used the total direct costs, as described above, in conbination
with the physician fee schedule work RVUs. W converted the work
RVUs to dollars using the Medicare CF (expressed in 1995 dollars
for consistency with the SM5 survey years).

The SMS pool was divided by the CPEP pool for each specialty
to produce a scaling factor that was applied to the CPEP direct
cost inputs. This was intended to match costs counted as
practice expenses in the SM5 survey with itens counted as
practi ce expense in the CPEP process. Wen the specialty
specific scaling factor exceeds the average scaling factor by
nore than three standard devi ati ons, we used the average scaling
factor. (See the Novenber 1999 final rule (64 FR 59390) for
further discussion of this issue).

For procedures performed by nore than one specialty, the
final procedure code allocation was a wei ghted average of

all ocations for the specialties that performthe procedure, with
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the wei ghts being the frequency with which each specialty
perfornms the procedure on Medicare patients.

(c) O her Methodol ogi cal |ssues.

(1) G obal Practice Expense Rel ative Value Units

For services with the PC and TC pai d under the physician fee
schedul e, the global practice expense RVUs were set equal to the
sum of the PC and TC.

(2) Practice Expenses per Hour Adjustnments and Specialty
Cr osswal ks

Since many specialties identified in our clains data did not
correspond exactly to the specialties included in the practice
expense tables fromthe SM5 survey data, it was necessary to
crosswal k these specialties to the nost appropriate SVMS specialty
category. W also made the follow ng adjustnments to the practice
expense per hour data (for the rationale for these adjustnents to
the practice expense per hour see the Novenber 1998 final rule
(63 FR 58841):

« W set the nedical materials and supplies practice
expenses per hour for the specialty of "oncol ogy" equal to the
"all physician” nedical materials and supplies practice expenses
per hour.

e W based the administrative payroll, office, and other
practi ce expenses per hour for the specialties of "physical

t herapy” and "occupational therapy"” on data used to devel op the
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sal ary equi val ency guidelines for these specialties. W set the
remai ni ng practi ce expense per hour categories equal to the "al
physi ci an" practice expenses per hour fromthe SM5 survey data.

e Due to uncertainty concerning the appropriate crosswal k
and tinme data for the nonphysician specialty "audiol ogist,” we
derived the resource-based practice expense RVUs for codes
performed by audi ol ogists fromthe practice expenses per hour of
the other specialties that performthese codes.

e For the specialty of "energency nedicine," we used the
"all physician” practice expense per hour to create practice
expense cost pools for the categories "clerical payroll" and
"ot her expenses."

e For the specialty of "podiatry," we used the "al
physi ci an” practice expense per hour to create the practice
expense pool .

e For the specialty of "pathology," we renoved the
supervi si on and aut opsy hours rei nbursed through Part A of the
Medi care program fromthe practice expense per hour cal cul ation.

e For the specialty "maxillofacial prosthetics,”" we used
the "all physician" practice expense per hour to create practice
expense cost pools and, as an interimneasure, allocated these
pool s using the 1998 practice expense RVUs.

« W split the practice expenses per hour for the specialty

"radi ol ogy" into "radiation oncol ogy"” and "radi ol ogy other than
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radi ati on oncol ogy” and used this split practice expense per hour
to create practice expense cost pools for these specialties.

(3) Time Associated with the Wrk RVUs

The tinme data resulting fromthe refinenent of the work RVUs
have been, on average, 25 percent greater than the tine data
obt ai ned by the Harvard study for the sane services. W
i ncreased the Harvard research teamis tine data to ensure
consi stency between these data sources.

For services with no assigned physician tinme (such as,

di al ysi s, physical therapy, psychol ogy, and nmany radi ol ogy and
ot her diagnostic services), we cal cul ated estinmated total
physician tinme based on work RVUs, nmaximumclinical staff tine
for each service as shown in the CPEP data, or the judgnent of
our clinical staff.

We calculated the tinme for CPT codes 00100 through 01996
using the base and tinme units fromthe anesthesia fee schedul e
and the Medicare all owed clains data.

3. Ref i nenment

(a) Background

Section 4505(d)(1)(C) of the BBA required us to develop a
refinement process to be used during each of the 4 years of the
transition period. W did not propose a specific long-term
refinement process in the June 1998 proposed rule (63 FR 30835).

Rat her, we set out the paraneters for an acceptabl e refinenent
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process for practice expense RVUs and solicited cormments on our
proposal. W received a large variety of comments about broad
nmet hodol ogy i ssues, practice expense per hour data, and detail ed
code | evel data. W made sone adjustnments to our proposal when
we were convinced an adjustnment was appropriate. W also

i ndi cated that we woul d consi der other comments for possible
refinement and that the values of all codes woul d be consi dered
interimfor 1999 and for future years during the transition

peri od.

We outlined in the Novenber 1998 final rule (63 FR 58832)
the steps we were undertaking as part of the initial refinenent
process. These steps included--

e Establishnent of a mechanismto receive independent
advice for dealing with broad practice expense RVU techni cal and
nmet hodol ogi cal i ssues;

e Evaluation of any additional recommendations fromthe
General Accounting O fice, the Medicare Paynent Advisory
Commi ssion (MedPAC), and the Practicing Physicians Advisory
Counci | (PPAC); and

e Consultation with physician and ot her groups about these
I ssues.

We al so discussed a proposal submtted by the AMA's
Specialty Society Relative Value Update Commttee (RUC) for

devel opnent of a new advisory comrttee, the Practice Expense
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Advi sory Committee (PEAC), to review conments and reconmendati ons
on the code-specific CPEP data during the refinenment period. 1In
addition, we solicited coments and suggestions about our
practi ce expense met hodol ogy from organi zati ons that have a broad
range of interests and expertise in practice expense and survey

I ssues.

In the July 22, 1999 proposed rule and the Novenber 1999
final rule, we provided further information on refinenment
activities underway, including the formation of the PEAC and the
support contract that we awarded to focus on net hodol ogi c issues.
The followng is an update on activities with respect to these
initiatives, as well as the status of refinenent with respect to
ot her areas of concern such as the SM5 data and CPEP i nputs.

(b) SMS Data

We have received nany coments on both our 1998 and 1999
proposed and final rules froma nunber of nedical specialty
soci eti es expressing concerns regarding the accuracy of the
SMS data. Some conmenters stated their belief that the sanple
size for their specialty was not |arge enough to yield reliable
data. O her specialties not represented in the SVMS survey
obj ected that the crosswal k used for their practice expense per
hour was not appropriate and requested that their own data be

used instead. Commenters al so rai sed questions about whether the
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direct patient care hours for their specialty were overstated by
the SM5 to the specialty' s di sadvant age.

We consider dealing with these issues to be one of the mgjor
priorities of the refinenment effort. Therefore, we have
undertaken the follow ng activities:

(1) InterimFinal Rule on Supplenental Practice Expense
Survey Data

On May 3, 2000, we published an interimfinal rule
(65 FR 25664) that set forth the criteria for physician and
non- physi ci an specialty groups to submt supplenental practice
expense survey data for use in determ ning paynents under the
physi ci an fee schedule. Section 212 of the BBRA required us to
establish a process under which we will accept and use, to the
maxi mum extent practicable and consistent with sound data
practices, data collected or devel oped by entities and
organi zations to supplenent the data we normally collect in
determi ning the practice expense conponent of the physician fee
schedul e for paynents in CY 2001 and CY 2002.

To obtain data that could be used in conputing practice
expense RVUs begi nning January 1, 2001, we published the criteria
in the May 2000 interimfinal rule (65 FR 25666) that we w ||
apply to suppl enmental survey data submitted to us by
August 1, 2000. We also provided a 60-day period for subm ssion

of conmments on the criteria that we will consider for survey data
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subm tted between August 2, 2000 and August 1, 2001 for use in
computing the practice expense RVUs for the CY 2002 physician fee
schedule. (See the May 2000 interimfinal rule for further
information on the criteria and process). W intend to respond
to corments received on this interimfinal rule in the physician
fee schedule final rule to be published this fall. W believe
this is an inportant step in addressing the concerns of those
specialties that believe they are underrepresented in the SVM5
survey data or believe they have not been surveyed by the SMs.

(2) Proposals for SM5 Refinenent

As we indicated in the Novenber 1999 final rule, we awarded
a contract to The Lewin Group to obtain independent advice
dealing with broad practice expense RVU techni cal and
nmet hodol ogi cal issues. Specific activities we requested the
contractor to evaluate included the foll ow ng:

e Evaluation of SM5 data for validity and reliability.

* ldentification and eval uation of alternative and
suppl enentary data sources fromspecialty and nmulti-specialty
soci eti es.

 Devel opnent of options for validating the Harvard/ RUC
physi ci an procedure tine data.

e Evaluation of the indirect cost allocation nethodol ogy.

e Advice on devel oping a process for the 5-year review of

practi ce expense RVUs.
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The Lewin Group issued their first draft report, "Practice
Expense Met hodol ogy, " dated Septenber 24, 1999. W have pl aced
this report on our honepage under the title "Practice Expense
Met hodol ogy Report."™ (Access to our honmepage is discussed under
the "Suppl enentary I nformation" section above.) The report
contai ns various recomendations ainmed at increasing the validity
and reliability of the AMA's SM5 survey. As we discuss bel ow,
the AMA will no | onger be collecting data through the SM5 survey.
However, the AMA is currently pilot-testing an alternative
practi ce expense survey of physician practices. Al though The
Lewi n Group's recomendati ons were nade specifically to address
i nprovi ng the SM5 survey for cal culating practice expense RVUs,
we believe the reconmmendati ons will be useful in making
refinements to the practice | evel survey or designing any other
survey instrunment that nay be used in cal culating practice
expense RVUs. The recomendations fell into the three follow ng
ar eas:

e The use of data supplenentary to the SMS survey.

« Suggested changes to the survey instrunent.

e Recommendations for using the data in calculating the
speci alty-specific practice expense per hour.

The report recogni zed the need for additional data obtained
ei ther through oversanpling or additional surveys. W would

wel come the recei pt of additional objective and valid data that
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woul d hel p ensure that our specialty-specific practice expense
per hour cal culations are as accurate as possible. However, to
ensure consi stency of the data across specialties, the report

al so stressed the need for any supplenentary data to adhere to
the sane format, survey instrunent, sanple franme, and definitions
as the SM5 survey. W share this concern, and in the May 2000
interimfinal rule we identified the specific criteria that al
suppl enentary surveys nmust neet to ensure that data are valid,
reliable, and consistent with the SVM5S data al ready in use.

In line with the report's recommendati ons on the use of the
SMS data, we are proposing to do the follow ng:

e The Lewin Goup reconmended that we update the SMS survey
data currently being used for practice expense per hour with new
SMS data. They al so reconmended using a rolling 3-year average
to determi ne practice expense per hour values. W are currently
using data fromthe 1995 through 1997 SMS survey (1994 t hrough
1996 practice expense data). The |latest data available is from
the 1998 SMS survey and we have incorporated this data into our
practi ce expense per hour cal cul ations. Al though The Lewi n G oup
has recommended using a rolling 3-year average, we have deci ded
to base the practice expense per hour cal culations on a 4-year
average. W are concerned that substituting data fromthe
1998 SMs for data fromthe 1999 SVMS may exacer bate changes in the

practi ce expense per hour cal cul ations that nay be expl ai ned by
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sanpling error. W believe that using an additional year of SMS
data will have the advantage of m nim zing changes in the
practi ce expense per hour data that result from sanpling error,
while allow ng our calculations to be based on nore survey data.
e The Lewin Goup reconmended that we standardi ze survey
data fromthe SM5 so that it reflects a common base year. They
rai sed a concern that variations in sanple size for a given
specialty across the 3 years may produce a different result than
if the survey response were standardi zed to reflect a common
year. This could disadvantage those specialties that were nore
heavily sanpled in the early years. W evaluated this
recommendati on and found that standardi zing the SM5 data we are
currently using to reflect a 1995 cost year has virtually no
i npact on the practice expense per hour cal cul ations. However,
this issue will be nore of a concern in using the |ater SM5 data
because response rates were lower in the 1998 SM5 survey than in
prior years. For this reason, we are standardizing the practice
expense data so that it reflects a cormon base year. Using the
MEI, we standardi zed the practice expense data so that it
reflects a 1995 cost year consistent with the pricing information
that we are using for the estinates of practice expense inputs

for individual procedures.
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The tabl e below reflects the practice expense per hour
cal cul ations we are using in determ ning the CY 2001 practice

expense RVUs.

30
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NON-PHYS |CLERICAL* |OFFICE SUPPLIES |EQUIPMENT |OTHER TOTAL**

PAYROLL PAYROLL |[EXPENSE EXPENSE |[EXPENSE EXPENSE EXPENSE
SPECIALTY PERHOUR IPERHOUR [PER HOUR PER HOUR IPER HOUR PER HOUR PER HOUR
ALL PHYSICIANS 27.4 15.1 19.5 7.3 31 11.5 68.6
GENERAL/FAMILY PRACTICE 29.7 15 17.9 7.9 3.3 8.5 67.2
GENERAL INTERNAL MEDICINE 23.7 14.2 18 6.2 21 6.6 56.6
CARDIOVASCULAR DISEASE 29.9 15.1 20.9 6.4 6.2 19.8 83.2
GASTROENTEROLOGY 24.8 16.4 18.7 3 1.9 11.7 60.1
ALLERGY/IMMUNOLOGY 64.3 271 314 17.1 3.1 16.6 132.5
PULMONARY DISEASE 18 11.5 14.9 24 15 6.5 43.4
ONCOLOGY 50.2 23.1 27.4 7.3 4.8 9.1 98.8
GENERAL SURGERY 22.2 15.3 17 3 18 10 54.1
OTOLARYNGOLOGY 43.1 24.6 32.8 7.5 5.7 18.1 107.2
ORTHOPEDIC SURGERY 45.2 27.9 29.9 10.4 3.7 19 108.3
OPHTHALMOLOGY 52.6 26.7 35.3 10.5 8.3 214 128.1
UROLOGICAL SURGERY 30 17.6 23.8 24.9 57 11.1 95.6
PLASTIC SURGERY 32.4 19.5 32.9 19.1 5 254 114.8
NEUROLOGICAL SURGERY 33.9 24.5 29.1 17 1.2 16.7 82.6
CARDIAC/THORACIC SURGERY 35.1 16.9 16.8 18 2.2 13.3 69.2
PEDIATRICS 25.4 13 19.5 10.5 1.6 8.2 65.2
OBSTETRICS/GYNECOLOGY 34 17.3 23.2 7.2 3.2 11.2 78.9
RADIATION ONCOLOGY 24 9.4 12.1 5.7 10.2 16 68
RADIOLOGY 19.8 10.5 14.2 4.6 7 218 67.4
PSYCHIATRY 6.9 51 10.5 04 0.3 7.3 25.5
ANESTHESIOLOGY 14.1 3.7 6.1 0.3 04 6 26.9
PATHOLOGY 21.2 10.4 11.4 6.4 21 21.5 62.8
DERMATOLOGY 51 28.3 31.8 12.5 4.6 16.6 116.4
EMERGENCY MEDICINE 6 15.1 18 0.8 0.1 11.5 32.7
NEUROLOGY 29.3 22.8 17.9 4.8 4.3 8.6 64.9
PHYS MED/RHEUMATOLOGY 39.2 241 32 5.8 4.7 12.2 93.9
OTHER SPECIALTY 23.1 13.6 20.5 4.4 18 9.5 59.3
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*Clerical payroll is included in total non-physician payroll.

**Total expenses exclude professional liability insurance premiums and employee physician payroll.

Notes:

(1) Only self-employed non-federal non-resident patient care physicians who responded to all relevant expense questions are included.

Self-employed physician respondents with no practice expenses for the year are excluded.

(2) Physicians whose typical number of hours worked in patient care activities per week is missing, less than 20, or equal to 168 are excluded.

Physicians whose number of weeks worked the previous year is missing or less than 26 are excluded. |

(3) For each respondent, total practice expense and expense components per hour are calculated as (4) / (5) below.

(4) Expenses adjusted for practice size = self-employed respondent expenses X # physician owners |

(5) Hours adjusted for practice size = (respondent hours * # physician owners) + (employee physician hours (see (6) below) * # employee physicians)

(6) The typical number of hours worked in patient care activities for the employee physician(s) of a self-employed physician's practice is not known.

Mean hours worked in patient care activities for employee physicians of each specialty are used as an estimate of employee physician hours.

(7) As described earlier in this proposed rule, the practice expense per hour shown above reflect:

- the "All Physician" supplies expense per hour for Oncology |

- use of supplemental practice expense data for Cardiac and Thoracic Surgery

- removal of hours spent in Part A activities for Pathology.

- Using the "All Physician" administration and other practice expense data for Emergency Medicine.
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e The Lewin Goup also recomrended that we revise edits and
trims to the SM5 survey data, both practice expenses and hours,
to exclude data that fall outside set acceptable ranges (for
exanpl e, three standard deviations fromthe geonetric nean). W
asked the AMA about their reaction to The Lewin Goup's
recommendati on and the AMA repli ed:

Trinmming outlier values will further reduce sanple size.

Trinmm ng expense val ues can al so be probl emati c because high

expense responses on the SMsS are often justified when

practice size and structure are taken into account. A trim
may al so di sproportionately inpact specialties with highly
skewed distributions of PE-HR
For this reason, we are not taking action in response to The
Lewin Group's recomendation at this tine.

e In addition, The Lewin G oup reconmended that we account
for item non-response to questions related to practice expenses
and patient care hours. W asked the AVA for their reaction to
this recomendation as well. The AVA replied that they woul d
need nore informati on and added that there is no evidence that a
pattern of non-response bias exists for practice expense,
although it is a possibility. W are considering whether to
study this issue further but, at this time, are not nmaki ng any

adjustnents in response to this reconmendati on.
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The report al so makes suggestions on changes to the survey
i nstrument used to collect practice expense data from
practitioners. Though the original SM5 survey does collect sone
i nformati on on practice expenses, it was not designed as a
vehicle to calculate a specialty-specific practice expense per
hour. W, and the contractor, have held several neetings with
the AMA's SMS staff to discuss revisions to the survey that woul d
hel p make our cal cul ati ons nore precise.

We understand that the AMA is currently piloting a new
practice-|evel survey designed to address sone of the limtations
of the SM5. If the pilot of the survey is successful, we earlier
understood that the AVMA plans were to conduct the practice survey
initially in Cy 2000 and, in alternate years thereafter, the
practi ce expense survey and the SMS survey. The AMA has recently
indicated that its plans about the future of the SM5 and
coll ection of practice |evel survey data are unclear at this
time. While the AMA has not nade a final decision at this tine
about whet her the practice |evel survey will be done, they have
i ndi cated concern to us about | ow response rates fromthe pil ot
test. Nevertheless, we are proceeding to make recommendati ons to
the AMA regarding collection of practice expense data through the
practice | evel survey. W will continue our discussion with the
AMA regarding its plans for future practice expense data

collection follow ng conpletion of the practice |evel survey.
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And, as we stated earlier, we believe these recommendati ons wl|
be useful in the design of the practice | evel survey or any other
survey of practice expenses used in devel oping RVUs for practice
expenses.

The use of this practice level survey, as it is currently
contenpl at ed, responds to several of our contractor's
recommendati ons. For exanple, it would address the
recommendation that information be collected on each physician's
percent share of practice expense and hours within the practice
by collecting information at the total practice, rather than the
i ndi vi dual physician owner level. The practice |evel survey al so
currently contains, as requested, questions on the nunber of
hours the physician's office is open in a typical week and on the
salaries for the md-level practitioners used by the practice
(that is, physician assistants, nurse practitioners, clinica
nurse specialists, nurse md-wi ves, certified registered nurse
anest heti sts, and physical and occupational therapists).

We are al so suggesting additional changes in the survey
questions or directions, generally reflecting our contractor's
recommendations. W believe that the foll ow ng changes woul d
give nore precise and reliable data on which to base our practice
expense cal cul ati ons:

e« Enphasi ze the benefit of involving the practice manager

or accountant in the conpletion of the survey and the need to
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link the practice expense data to the practice's tax information
whenever possi bl e.

e Include a question concerning how many patient care hours
are spent on unconpensated care, that is, care that the | aw
requires one to provide, but for which one is not conpensated.
This woul d not include charity care that is voluntarily provided.

e Add a question concerning the anbunt or percentage of
revenue generated by md-level practitioners.

e Add a question concerning the anobunt or percentage of
supply costs that relates to separately billable supplies (for
exanpl e, drugs, casting supplies, and | aboratory supplies).

e In addition, we are recommendi ng that the survey include
nore specific questions on patient care hours and that separately
billed md-level practitioner hours be included.

The Lewin Group al so recommended that the survey include
questions about a typical week, rather than the nost recent week.
We are not adopting this suggestion because we believe that
questions about the nbst recent week are likely to yield nore
concrete, accurate answers, whereas questions about a typica
week are nore |likely based on estinates. As we have al ready
stated, the AMA will no |longer be collecting data through the
SM5 and the AMA has al so expressed concern about | ow response

rates fromthe pilot of the practice |evel survey. At this tine,
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we are unclear as to the AMA's plans with regard to future
practice expense data collection efforts.

As we indicated earlier, we are currently proposing to use
data fromthe 1998 SMS in devel oping the 2001 practice expense
rel ative value units. Furthernore, data fromthe 1999 SM5 wi | |
becone available later this year. |In addition, section
1848(c)(2)(B) of the Act requires that not |ess often than every
5 years, we review and nake adjustnents to RVUs. Thus, by |law we
are required to review and nake adjustnents to the practice
expense RVUs no | ater than 2007. Regardl ess of whether the AVA
continues to collect data on practice expenses, we wll be
devel opi ng plans for making refinenents to practice expense RVUs
beyond 2002.

We wel cone comrents on long-termstrategies for refining the
practi ce expense RVUs and any suggestions for how to collect
practice expense data in the event it is no |onger collected by
the AMA,.  We will consider these coments and any further
deci sions by the AMA with regard to its practice expense data
collection efforts in devel opi ng our refinenent strategy
beyond 2002.

(3) Direct Patient Care Hours

We have received nmany comrents from specialty societies
concerning our calculation of direct patient care hours. This is

a maj or issue because the patient care hours are one half of the



HCFA- 1120- P 38
ratio used to determ ne the practice expense per hour for each
specialty. (The practice expenses of practitioners in a
specialty are divided by the direct patient care hours in order
to calculate the practice expense per hour). |[If the reported
hours do not reflect the actual average billable hours for a
specialty, the practice expense per hour will be over- or
under st at ed.

Several comrenters representing surgical specialty societies
have rai sed concern that the hours conputed for their specialties
have been overstated. This may be a result of SMS survey
respondents including non-billable hours (such as stand-by tine)
when asked how many hours they worked each week. If this is the
case, this woul d decrease the practice expense per hour for these
specialties. In addition, commenters representing energency room
physi ci ans rai sed the issue that the hours spent on unconpensated
care were probably also included in the survey responses to the
detrinent of this specialty.

We agree with the commenters that there is a need to
i ncrease the level of confidence in the direct patient care hour
data. W are already taking steps to i nprove the future accuracy
of these data. As nentioned above, we are recomrendi ng that the
future survey questions be worded nore precisely so that only the
appropriate practitioner hours are included. In addition, we

have asked our contractor to give priority to recommendati ons on
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steps we can take to inprove the accuracy of the patient care
hour s.

As a first step in acconplishing this, The Lewin G oup
i ssued their second draft report on Decenber 6, 1999, entitled
"Val idating Patient Care Hours Used in HCFA' s Practice Expense
Met hodol ogy. " This report explores alternative nethods that we
m ght use to validate the tinme data collected by the SMS survey.
The val i dation techni ques attenpt to achi eve two goal s:

1) identifying inaccurate existing data and 2) identifying
i nconsi stencies in new data to be derived fromfuture survey
efforts.

The Lewi n Group devel oped the followi ng four validation
techni ques to anal yze the SMS data used in computing the
speci alty-specific patient care hours:

e Method 1. Conpare the patient care hour data reported at
t he begi nning of the SM5 survey (that asks for the total hours
worked in a week) to responses fromthe detail ed questions on
patient care hours appearing later in the SMS survey.

e Method 2: Calculate ratios of SM5 time pools to
Harvard/ RUC ti me pools by specialty, using Harvard/ RUC procedure
time data and Medi care clai ns data.

e Method 3: Conpare newWy reported SM5 data to historica

SMS data to identify outliers.
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e Method 4. Conpare SMS data on annual hours worked with
annual hours data reported in the Medical G oup Managenent
Associ ation's (Mavh) "Physician Conpensation and Production
Survey".

We have placed this report on our honmepage under the title
"Val i dating Patient Care Hours."

We agree with our contractor that no single validation
approach exists that can be used to validate both existing and
new data on patient care hours with a high level of confidence.
However, the approaches descri bed above, when used together,
could be effective tools that will help to ensure the accuracy
and reliability of existing and future data used in the
cal cul ation of practice expense RVUs. These validation efforts
woul d al | ow us, and the nedical community, to be nore confident
in the use of future data to update practice expense RVUs.
Therefore, we extended The Lewin Group's contract so that, anong
ot her refinenent tasks, the above anal yses can be carried out.
W are aware that even with the above initiatives, it mght not
be possible to address all concerns regardi ng refinement of the
patient care hours in the short term Therefore, we wel cone any
comments and suggestions as to other steps we could take to
verify and inprove the accuracy of the specialty-specific patient
care hours.

(c) CPEP Data
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(1) Relative Value Update Commttee's Practice Expense
Advi sory Committee
The PEAC, a subcommittee of the RUC, held its initia
neetings | ast year and the RUC nade reconmendati ons on CPEP
inputs for clinical staff times, supplies, and equi pnment on
approxi mately 65 CPT codes. W discussed our actions with regard
to these recommendations in the Novenber 1999 final rule. The
PEAC continues to neet to refine the CPEP direct cost inputs, and
we anticipate that we will receive additional RUC reconmendati ons
in July. W wll address these recomendations in this year's
physi ci an fee schedul e final rule.
In the Novenber 1999 final rule, we deferred action on the
RUC recommendati ons for a few groups of CPT codes on which we had
significant questions. W are now proposing to accept the RUC
recomendations with the revisions noted bel ow
Prostate Procedures
52647 Non- contact | aser coagul ation of prostate, including
control of postoperative bl eeding, conplete (vasectony,
nmeat ot ony, cystourethroscopy, urethral calibration
and/or dilation, and internal urethrotony are included)
53850 Transurethral destruction of prostate tissue; by

m crowave t her not her apy
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53852 Transurethral destruction of prostate tissue; by
radi of r equency t her not her apy

We are accepting the total clinical staff tinme recommended
for the in-office setting, but are noving 60 m nutes frompost to
intra-service tinme for each of the above procedures because the
staff tinme for observation of the patient during recovery from
anesthesia belongs in the intra-service period. W are reducing
the out of office preservice clinical staff tinme for CPT codes
52647 and 53852 to 30 minutes to match the RUC reconmendati on for
CPT code 53850 and the tine allotted in the office for each
service and are nmaking the out-of-office postservice tinme equa
to the in-office postservice tinme because we believe there is no
reason that these tinmes should differ

The supplies for all three procedures were adjusted to
reflect three postoperative visits and to conformw th the
overal | adjustnent to supplies nmade in the Novenber 1999 fina
rule. For CPT code 52647, we deleted the flexible cystoscope
fromthe equi pmrent because only one scope is required for the
procedure. W also deleted the sterilizer because it is not
typically used. For CPT code 53850, the RUC recomendati ons
i ncluded the inputs for two different scenarios using two
different devices. W chose what we believe to be the nost
typically used device and the inputs that acconpany this. For

CPT code 53852, we del eted the cystoscopes and sterilizer from
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t he equi pnment because we believe that they are not typically
used.

Chenot herapy Procedures

96408 Chenot herapy adm ni stration, intravenous; push
t echni que
96410 Chenot herapy admi nistration, intravenous; infusion

techni que, up to one hour

The RUC had recommended 102 minutes of clinical staff tine
for CPT code 96408 and 121 minutes for CPT code 96410. 1In the
Novenber 1999 final rule, we solicited comments on these codes to
assist us in our review. |In response, the Anmerican Society of
Clinical Oncol ogy provided a breakdown by specific tasks of the
above staff tinmes. Included in this breakdown were 20 m nutes
for pre- and postprocedure education and 15 mnutes for three
phone calls after each visit.

Because we believe that the tines for patient education and
phone calls shoul d be averaged over the whol e course of
chenot herapy treatnent, and because there appeared to be sone
duplication in the pre- and postprocedure education tasks, we
reduced both the patient education and phone call tinmes by
5 mnutes. Therefore, we are proposing 92 mnutes of clinica
staff tine for CPT code 96408 and 111 minutes for CPT code 96410.

For supplies, the specialty society agreed that we shoul d delete
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the silver nitrate stick and HEPA filters from both procedures
and the infusion punp cassette from CPT code 96408.

(2) ddinical Staff Tine

In the Novenber 1999 final rule, we renoved estinmates of al
clinical staff tinme allotted to the use of clinical staff in the
facility setting fromthe CPEP data. Comenters have since noted
that the clinical staff tines reported by sone CPEP panels for
pre- and postservice tinmes for 0-day gl obal services performed in
the office were recorded in the intra-service field in the CPEP
dat abase. These tinmes were, therefore, deleted along with the
times for the use of clinical staff in the facility setting,
unli ke the pre- and postservice tinmes for 10 and 90-day gl oba
services that were entered into the separate pre and post data
fields. The comenters argued that these pre- and postservice
staff tinmes for the relevant 0-day gl obal services should be
rei nstated because these tines are for staff in the office before
and after the patient is in the facility.

We agree that these data are not conparable to the data we
excluded for clinical staff used in the facility setting. W
reviewed the "CPEP Recorders' Notes Files" conpiled for each CPEP
panel by Abt Associates, Inc., the contractor nanagi ng the CPEP
panels. Wen the notes indicate that clinical staff estinates
were for activities perforned in physicians' offices, we are

proposing to reinstate the tine data for 0-day gl obal services.
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The fact that we have reinstated these tine data does not nean
that we necessarily agree that the anmobunt of tinme assigned is
correct. Like all the other raw CPEP data, these tine data are
subj ect to refinenent and possi bl e revision.

The entire recorders' notes file is available on our website
and is entitled "CPEP Recorders' Notes Files." Addendum C shows
a list of the codes for which pre- or postclinical staff tinme has
been added, as well as the tines that are now assi gned.

(3) Supplies

In the Novenber 1999 final rule (64 FR 59392), we indicated
that casting materials are bundled into the paynent for the
initial fracture managenent procedures and that separate billing
for the supplies is not allowed. However, commenters noted that
our policy has been to all ow separate paynent for splints, casts,
and ot her devices used for the reduction of all fractures and
di sl ocati ons under section 1861(s)(5) of the Act. Since we
provi de separate paynent for splints and casting supplies, we are
now proposing to renove these types of expenses from practice
expense inputs for all applicable fracture managenent and
cast/strappi ng application procedure codes under the physician
fee schedul e.

In the Novenber 1999 final rule, we deleted certain casting
supplies (fiberglass roll, cast padding, and cast shoe) fromthe

list of supplies for the casting and strappi ng CPT codes 29000



HCFA- 1120- P 46
t hrough 29750. W have identified additional CPT codes for the
treatment of fractures/dislocations that have these supplies
included in the CPEP data. Since these supplies are currently
separately billable, we are proposing to renove the fibergl ass
roll, cast padding, and cast shoe fromthe foll ow ng CPT codes:
23500 t hrough 23680; 24500 through 24685; 25500 through 25695;
26600 t hrough 26785; 27500 through 27566; 27750 through 27848;
and 28400 through 28675.

In addition, we are also proposing to renove additiona
casting and splinting supplies fromall the CPT codes referenced
above because these supplies are also currently separately
bi |l abl e under section 1861(s)(5) of the Act. The |ist of
supplies is as follows: stockingnet/stockinette; plaster
bandage; Denver splint; dome paste bandage; cast sol e;
el astoplast roll; fiberglass splint; Ace wap; Kerlix; Wbril
Mal | eabl e Archbars; and el astics.

W wel cone comrents on whet her these supplies should be
del eted from addi ti onal procedures outside the code ranges
ref erenced above, and whet her we have appropriately identified
all the casting supplies in our supply list.

(4) Equi pnent

We are currently using the original CPEP definitions for
equi pnent that distinguish between "procedure specific equi pnent”

and "overhead"” equipnment. The main distinction between the two
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categories is that procedure specific equipnent is used only for
a limted nunber of procedures, while overhead equi pnent is used
over a wide range of services. |In terns of actual application,
we assunme a 50-percent utilization rate for procedure specific
equi pnent, but a 100-percent rate for all overhead equipnent. In
addi ti on, the nethodol ogy assunes that the procedure specific
equi pnent is used only during the intraservice period, while it
assunes that the overhead equipnment is used for the entire
service. W believe this distinction was nore inportant under
our original "bottomup" nethodol ogy when the accuracy of the
practi ce expense RVUs was al nost totally dependent on the

preci sion of the CPEP inputs. Under our current "top-down"

nmet hodol ogy, however, when the CPEP inputs are used only as

all ocators of the specialty-specific practice expense pools, the
di stinction has served to hinder the process of refining the CPEP
i nputs while not | eading to a substantive distinction in how we
val ue servi ces.

W are proposing to conbine both categories of equi pnent
into a single "equi pnent" category, assum ng an average
50-percent utilization for all equipnent. W believe that this
will be beneficial to our refinenment process for the follow ng
reasons:

e The current definition of the two categories of equi pnent

necessitates many subjective decisions. Wile it mght be
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obvi ous that an exam nation table is used for a w de range of
services and, therefore, would be overhead equi pnent, it is
somewhat nore arbitrary to classify equi pnent such as cystoscopes
or specific x-ray nmachi nes as overhead or procedure specific.

e The various CPEP panels were not consistent in their
application of the distinction between the two categories. Most
of the itenms that were classified by sonme of the CPEP panel s as
over head equi pnent were cl assified by another panel as procedure
specific. In addition, equipnment that would seemto be very
simlar was sonetinmes treated in different ways. For exanple, an
exam nation table or a stretcher were considered to be overhead,
but an electric table or a wheel chair were consi dered
procedur e-speci fic.

e It would sinplify the refinenment process to have only one
category of equi pnment to consider rather than having to decide
for all 7000 codes to which category each piece of equi pnent
bel ongs.

We are al so proposing to delete fromthe CPEP data equi pnent
that is not used typically with any service, but is on "standby"
for many services, or that is used for nultiple services at the
same tinme. In either of these cases, it is difficult to allocate
the cost of this equi pnent appropriately to individual CPT codes.
Exanpl es of "standby" equi pnment are crash carts, defibrillators,

wheel chairs, and stretchers. Exanples of equipnment used for
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mul ti pl e procedures at the sane tinme are cabinets, refrigerators,
and aut ocl aves.

Following is the Iist of equipnment that we are proposing to
delete at this time fromthe CPEP inputs of all services:
aut ocl ave, wheelchair, refrigerator, filmfile cabinet, hazard
material spill kit, enbryo freezer, water system flanmable
reagent cabinet, utility freezer, ultra |ow tenperature freezer,
acid cabinet, bulk storage refrigerator, abortion clinic security
system abortion clinic security guard, gonto suction nmachi ne,
doppl er, laser printer, lead shielding, defibrillator with
cardi ac nonitor, blood pressure/pul seox nonitor, blood pressure
nonitor, printer, crash cart--no defibrillator, and snoke
evacuat or .

The following is a list of equipnent that we are proposing
to del ete as "standby" equi pnent for nost codes, but that we
believe typically my be used with a designated subset of
pr ocedur es:

e X-ray view box--four panel (retain when currently in the
CPEP data for codes in the range CPT codes 70010 through 79999).

e ECG nmachi ne--3 channel (retain when currently in the CPEP
data for CPT codes 93000 through 93221).

e Pulse oxinmeter (retain when currently in the CPEP data for
CPT codes 94620, 94621, 94680, 94681 and 94690; 94760 t hrough

94770, 95807 through 95811 and 95819).
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e ECE bl ood pressure nonitor--3 channel (retain when
currently in the CPEP data for CPT codes 43200 through 43202 and
43234 through 43239).

e Cardiac nonitor (retain when currently in the CPEP data for
CPT codes 31615 t hrough 31628).

e ECG Burdick (except for HCPCS code G0166).

We wel cone comrents on this proposal and on any additiona
equi pnent that should not be considered a direct expense because
the cost cannot appropriately be allocated to an i ndividua
service. Neither of these proposals to inprove the CPEP
equi pnent data have a significant inmpact on any specialty.

(5) CPEP Anonalies

In the Novenber 1999 final rule, we nade corrections to the
CPEP data for a nunber of codes that we | earned contained errors
and anonalies that we could easily correct. Since that tine, we
have di scovered sone additional anonalies, and we are proposing
to correct themat this tine. As we stated in the final rule,

t hough certain revisions may be nade now, all practice expense
i nputs for these codes are still subject to further coment,
refinement, and potential PEAC and RUC revi ew and
reconmendat i ons.

* W have identified several CPT codes that were not costed
by the CPEP panel s and were not assigned CPEP inputs. W are now

crosswal ki ng these services to the CPEP inputs of the nost
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appropriate other service. The CPEP inputs for these codes are
subject to refinenent. W wel cone coments on the crosswal ks

that we have chosen. The codes and their crosswal ks are shown

bel ow:

CPT and HCPCS Code Crosswal k

27347 Renpve knee cyst 27345 Renpval of knee cyst

28289 Repair hallux rigidus 28288 Partial renmpval of foot bone
31643 Di ag bronchoscope/ cat het er 31629 Bronchoscopy with biopsy

36831 Av fistula excision 34111 Renoval of armartery clot
36833 Av fistula revision 36832 Av fistula revision

45126 Pel vi ¢ exenteration 58240 Renpval of pelvis contents
57106 Renove vagi na wall, parti al 57110 Renoval of vagina wall, conplete
57107 Renpve vagi na tissue, part 57111 Renpbve vagina tissue, conplete
59610 Vbac delivery 59400 Cbstetrical care

59612 Vbac delivery only 59409 (Qbstetrical care

59614 Vbac care after delivery 59410 Cbstetrical care

59618 Attenpted vbac delivery 59410 (Obstetrical care

59620 Attenpted vbac delivery only 59514 Cesarean delivery only

59622 Attenpted vbac after care 59515 Cesarean delivery

67220 Treat ment of choroid | esion 67208 Treatnent of retinal |esion
76831 Echo exam uterus 76830 Echo exam transvagi nal

78206 Liver imge (3d) w flow 78205 Liver imaging (3D)

e The follow ng services can be perforned in the office,
but either have no CPEP data for the office setting or have been
assigned the same inputs as for the facility setting. Until
t hese codes can be refined, we are proposing the follow ng
crosswal ks for the in-office practice expense inputs so that

costs in the office setting are appropriately reflected.
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CPT Code Crosswal k
20225 Bone biopsy, trocar/needle 20220 Bone bi opsy, trocar/needle
57105 Biopsy of vagi na 57100 Bi opsy of vagina (for

i ntraservice period)

e Because the followng either are not perfornmed in the
of fice setting or because we do not have appropriate CPEP inputs
for the in-office setting for these services, we are designating
the followi ng CPT and HCPCS codes as "N A" in the office setting:
99183 (Hyperbaric oxygen therapy); 21493 (Treatnent of hyoid bone
fracture); 21494 (Treatnment of hyoid bone fracture with
mani pul ation); 32997 (Total lung | avage); 33968 (Renobve aortic
assi st device); 66830 (Renoval of lens |esion); 69990
(M cro-surgery add-on); 92961 (Cardioversion, electric, internal)
and we are designating (0167 (Hyperbaric oxygen treatnent; no
physi cian required) as carrier priced.

e The TC for CPT code 93660 (Tilt table evaluation) is
carrier priced, but we are proposing to price it nationally.
Therefore, we are reinstating the original CPEP data.

« W are crosswal king all CPEP inputs for CPT code 44201
(Lapar ascopy, jejunostony) fromthe inputs for CPT code 44200
(Laparoscopy, enterolysis) to reflect that it is a 90-day gl oba

servi ce.
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« W are adjusting the CPEP inputs for CPT codes 15001
(Skin graft add-on); 15351 (Skin henograft add-on); and 15401
(Skin heterograft add-on) to reflect that these are ZZZ services.

e CPT code 00103 (Anesthesia for blepharoplasty), which was
not costed by the anesthesia CPEP panel, was inadvertently
crosswal ked to the CPEP i nputs of two different CPT codes. W
are deleting the crosswalk to the procedure CPT code 21450 and
wll retain the crosswal k to the anesthesia CPT code 00140
(Anest hesia for procedures on eye).

« W believe that the supply inputs for the retrobul bar
i njection codes (CPT codes 67500, 67505, and 67515) have been
i nappropriately crosswal ked by the CPEP panel from adjacent
surgical procedure codes. After consultation with an
opht hal nol ogy specialty society, we have adjusted the supplies so
that the list now includes one al cohol swab, one pair of
nonsterile gloves, one 5-cc syringe, and one 25-gauge needl e.

e In several of the in-office ophthal nol ogy codes, the
supply list includes the costs for 50 to 100 sterile towels. The
specialty society has confirnmed that this is a typographica
error and that the quantity should not exceed five for any one
visit or procedure. W have nmade the appropriate adjustnents.

e The supply list for CPT code 68761 (C ose tear duct
openi ng by plug), currently does not include the costs of a

punctal plug. W have received a coment fromthe specialty
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society representing optonetrists requesting that we add this
supply because it is typically used for this procedure. W agree
with this comment and are proposing the addition of a punctal
plug to the CPEP supplies. W have also deleted the

i nappropriate inputs from HCPCS code A4263, permanent tear duct

pl ug.

* We have discovered a calculation error that affects the
total cost of supplies for sonme of the codes for which the RUC
made reconmendations in 1999. W have made the appropriate
corrections and are using the corrected values for this rule.

e W have adjusted the clinical staff and supply inputs for
HCPCS code (0170, skin biograft, to reflect that it is a 10-day
gl obal service with one postprocedure visit.

After consultation with the specialty society, we have al so
adj usted the supplies for CPT code 53040, drainage of deep
periurethral abscess, to correct for anonalies in the quantity of
supplies between the in and out of office settings.

(d) Calculation of Practice Expense Pool s--Q her |ssues

(1) Technical Refinenent to Practice Expense Pool s

The Act requires paynment of sone practitioner services
(services of certified registered nurse anesthetists, nurse
practitioners, clinical nurse specialists, physician assistants,
and certified nurse m d-w ves) based on a percentage of the

physi ci an fee schedul e paynent anmount. Since the paynent under
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t he physician fee schedule for a service perfornmed by a mdl evel
practitioner is required to be based on a percentage of the
anount paid to a physician for a service, we are proposing using
only physician practice expense data in determ ning the practice
expense RVUs for each practitioner service. Renoval of the
services perfornmed by mdlevel practitioners fromthe practice
expense cal cul ations would assist in sinplifying the nmethodol ogy
and woul d al so be consistent with the statutory requirenment that
we pay for their services based on a percentage of the fee
schedul e anount .

(2) Medicare Uilization Data

We have received conmments from several surgical specialties
urging us to evaluate the Medicare clains data to elinmnate
potential errors. (For exanple, clains for non-surgeons
perform ng conpl ex surgeries that are generally perfornmed by
surgical specialties only.) These comenters were concerned that
i ncorrect specialty utilization will decrease a specialty's
practi ce expense pool and recommended that these clains should
ei ther be reassigned to the appropriate specialty or excluded
during refinement. To determ ne whether potential errors in the
cl ai m data have an adverse inpact on any specialty or nerely
represent "noise" that creates no significant effect, we ran the

fol |l ow ng anal yses:
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First, we analyzed the utilization for CPT codes 63045
t hrough 63048, the highest vol unme neurosurgi cal procedures
performed by neurosurgeons. Qur utilization data indicates that
91 percent of allowed services for these codes are performed by
neur osur geons and orthopedi c surgeons. O the 9 percent of
al | owed services when the utilization data indicates another
specialty, 3 percent are attributed to general surgeons. An
additional 2 percent are attributed to the HCFA specialty code
for a clinic or other group practice, when it is likely that a
surgeon who is a nenber of a multispecialty clinic is providing
the surgical service. O the remaining 4 percent of allowed
services, the data indicates a specialty of general practice,
famly practice, or neurol ogy.

For the utilization attributed to general and famly
practitioners, the data indicate that, in nbst cases, these
physi ci ans are serving as assistants-at-surgery. Wth respect to
neurol ogy (2 percent of the allowed services), we believe it is
possi bl e that a physician nmay practice as both a neurol ogi st and
neur osur geon and desi gnate neurol ogy as the specialty for
reporting on Medicare clains. For an insignificant percentage of
the all owed services (under 1 percent of the all owed services for
all remaining specialties conbined), our data indicate a
specialty that would not be expected to performthe neurosurgica

procedure. |In these cases, the incorrect CPT code m ght have
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been transcribed on the Medicare claimor the incorrect specialty
code nay have been reported. There was a simlar pattern for
services associated with other surgical specialties.

We then tested the inpact of reassigning to the dom nant
specialty this small proportion of allowed services associ at ed
with specialties not expected to performthem W selected three
of the specialties that cormented on the possibility of erroneous
utilization data and identified the conplete range of specialized
codes associated with each specialty. W reassigned to each
dom nant specialty the utilization currently assigned to other
specialties not expected to performthe services. |In addition,
to test the "worst-case" scenario, we then crosswal ked al
frequencies for their conplete range of codes to the sel ected
i ndi vi dual specialty.

Neur osur gery

When we recoded CPT codes 61000 through 64999 to
neurosurgery only, the inmpact on neurosurgery was a 0.55-percent
i ncrease. Wen we recoded the specialty for only those
specialties that would not be expected to provide CPT codes 61000
t hrough 64999 (specialties other than neurosurgery, orthopedic
surgery, group practice or physician assistant) to neurosurgery,
the resulting inpact on neurosurgery was a 0.69-percent increase.

In reviewing the utilization data for this code range, we found
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services that are predonm nantly perforned by radi ol ogi sts and
anest hesi ol ogi sts (such as CPT code 62311). Wen we recoded only
those services predom nantly perfornmed by neurosurgeons, the
I npact was even | ess.
Opht hal nol ogy

When we recoded the specialty for all utilization in the
range of CPT codes 65091 through 68899 to opht hal nol ogy only, the
i npact on opht hal nol ogy was 0.31 percent. Wen we recoded the
specialty for only those specialties that woul d not be expected
to provide CPT codes 65091 through 68899 to ophthal nol ogy, the
resul ting inpact on ophthal nol ogy was a 0. 32-percent increase.
O ol aryngol ogy

When we recoded the specialty for all utilization in the
range of CPT codes 69000 through 69979 to otol aryngol ogy, the
i npact on otol aryngol ogy was a -0.36 percent. Wen we recoded
the specialty for only those specialties that would be expected
to provi de CPT codes 69000 through 69979 to otol aryngol ogy, the
resul ting inpact on otolaryngol ogy was -0.35 percent.

W believe that these sinulations exaggerate the potentia
i npact of possible errors in the utilization data because, as
di scussed in the above anal ysis of CPT codes 63045 to 63048, our
sinmulations |ikely reassigned the specialty in situations in

whi ch the specialty was correctly coded. |In any case, in no
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scenario did the inpacts even approach a 1-percent increase or
decr ease.

W al so believe these sinulations denonstrate that the snal
percentage of potential errors in our very |arge database have no
adverse effect on specialty-specific practice expense RVUs.
Therefore, we are not proposing any further action at this tine.

(3) Allocation of Practice Expense Pools to Codes

The Lewin Group has recently begun the third phase of the
project. This phase will concentrate specifically on eval uating
the indirect cost allocation nmethodology. They will evaluate the
validity of our current nethodology that allocates indirect costs
using direct costs and work RVUs and consider alternatives to
all ocating indirect costs by the current nethod. The Lewin G oup
will performa variety of tasks during this phase of the project
to eval uate the advantages and shortcom ngs of our current
i ndirect cost allocation nethodol ogy, as well as of any
alternative nethodol ogies. The prelimnary tasks for Phase |11
i ncl ude- -

* Analyzing the current indirect cost allocation
net hodol ogy to identify its advantages and shortcom ngs;

e Considering alternate ways in which our nethodol ogy m ght
wei ght direct costs and work RVUs in the allocation of indirect

costs and predicting the effects of these alternatives;
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e Evaluating the inpact and val ue of changing the
nmet hodol ogy to use tinme rather than work nmeasurenents to allocate
i ndirect costs;

e Interview ng experts in the field on potentia
alternatives to the current indirect cost allocation nmethodol ogy;
and

* Reviewing other relevant efforts to allocate indirect
costs associated with physician and non-physician practice
expenses.

The Lewin Goup's draft final report will present the
findings fromall three phases of The Lewin G oup's analysis of
our practice expense nethodol ogy. As nentioned above, we are
pl anning to extend The Lewin G oup's contract for another year to
obtai n additional assistance on issues related to practice
expense refinenent.

(e) Site of Service

Clarifying the Definition of Facility/Nonfacility

For purposes of practice expense cal cul ati ons, we nake a
di stinction between services perfornmed in a non-facility and a
facility setting. This distinction takes into account the higher
expenses of the practitioner in the non-facility setting when the
practitioner typically bears the cost of the resources (for
exanpl e, clinical staff, supplies, and equi pnent) associated with

the services. In the facility setting, because these costs are
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not incurred by the physician, Medicare paynent to the facility

i ncl udes the cost of the resources for the services furnished.
The purpose of the distinction in the site-of-service is to
ensure that Medicare does not duplicate paynent, to the physician
and the facility, for any of the practice expenses incurred in
perform ng a service for a Medicare patient.

For purposes of applying the site-of-service differential,
we are defining hospitals, skilled nursing facilities, and
anbul atory surgical centers as facilities because they w |
receive a facility paynent for their provision of services. W
have been advi sed that community nental health centers (CVHCs)
shoul d al so be defined as a facility setting since CVHCs al so
receive a separate facility paynent for their services.

Therefore, we are proposing to revise 8414.22(b)(5)(i) (Practice
expense RVUs) to add CVHCs to the settings listed in which we
woul d apply the facility practice expense RVUs.

In addition, while we have indicated in previously published
rules that the non-facility practice expense RVUs are applicable
to outpatient therapy services (physical therapy, occupationa
t herapy, and speech | anguage pat hol ogy) furnished by
conprehensive outpatient rehabilitation facilities or outpatient
rehabilitation providers, there is confusion about this issue.
Only the facility can bill for therapy services furnished to

hospital and SNF patients. Because this facility paynent nust
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i nclude anounts reflecting practice expenses, the higher
nonfacility RVUs are used to pay for therapy services even in the
facility setting. Therefore, we would anmend 8414.22(b)(5)(i) to
specifically provide that the nonfacility practice expense RVUs
are applicable to outpatient therapy services regardl ess of the
actual setting.
B. Geographic Practice Cost |Index Changes
1. Backgr ound

The Act requires that paynents vary anong fee schedul e areas
according to the extent that relative costs vary as neasured by
the GPCls. Generally, the fee schedul e areas that existed under
the prior reasonabl e charge systemwere retai ned under the fee
schedul e from cal endar years 1992 to 1996. W inplenented a
conprehensive revision in fee schedul e paynent areas (localities)
in 1997, reducing the nunber of localities from210 to 89. A
detai |l ed di scussion of fee schedule areas can be found in the
July 2, 1996 proposed rule (61 FR 34615) and the Novenber 1996
final rule (61 FR 59494). W are required by section
1848(e)(1) (A of the Act to devel op separate indices to neasure
relative cost differences anong fee schedul e areas conpared to
the national average for each of the three fee schedul e
conmponents. Wiile requiring that the practice expense and

mal practice indices reflect the full relative cost differences,
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the Act requires that the work index reflect only one-quarter of
the relative cost differences conpared to the national average.

Section 1848(e)(1)(C) requires us to review and, if
necessary, adjust the GPCls at |east every 3 years. This section
of the Act also requires us to phase in the adjustnment over
2 years and inplenent only one-half of any adjustnent in the
first year if nore than 1 year has el apsed since the |ast GPC
revision.

The GPCls were first inplenmented in 1992. The first review
and revision was i nplenmented in 1995, and the second revi ew was
i npl enented in 1998. This constitutes the third GPCl review and
revision and will be inplenmented in 2001.
2. Devel opnent of the Geographic Practice Cost I|ndices

The GPCls were devel oped by a joint effort of researchers at
the Urban Institute and the Center for Health Econom cs Research
under contract to HCFA. Indices were devel oped that neasured the
relative cost differences anong areas conpared to the nationa
average in a "market basket" of goods. In this case, the narket
basket consists of the resources involved with operating a
private medical practice. The resource inputs are physician work
or net income; enployee wages; office rents; nedical equipnent,
supplies; nmal practice insurance; and other mi scell aneous
expenses. Enpl oyee wages, rents, nedical equipnent, supplies,

and ot her m scel | aneous expenses are conbined to conprise the
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practi ce expense conmponent of the GPCI. The weights of these
conmponents in the original GPCls (from 1992 through 1994), the
first (1995 through 1997) and second (1998 t hrough 2000) GPCl

revi sions, and the new weights for the third proposed GPCI

revi sion (2001 through 2003) are as foll ows:

GPCI Conponent Wi ghts

1992 - 1994 | 1995 - 2000 | 2001 - 2003
GPCl s GPCl s GPCl s
Physi ci an Wor k 54.2 54.2 54.5
Practice Expense 40. 2 41.0 42. 3
( Enpl oyee WAges) (15.7) (16. 3) (16. 8)
(Rent) (11.1) (10. 3) (11.6)
(M scel | aneous) (13.4) (14. 4) (13.9)
Mal practi ce 5.6 4.8 3.2
100.0 100.0 100.0

The resource inputs and their weights were obtained fromthe
AMA' s Soci oeconom ¢ Characteristics of Medical Practice Survey.
The weights for the 1992 through 1994 GPCls were fromthe AVA' s
1987 survey, the | atest avail able when the original GPCls were
bei ng devel oped. The weights for the 1995 through 1997 and 1998
t hrough 2000 GPCls were fromthe 1989 survey. The 1989 wei ghts
are those used in the revised Medi care Econom c | ndex (Mel)

di scussed in the Novenber 25, 1992 final rule (Medicare Program

Revi si on of the Medicare Econom c | ndex) (57 FR 55899). The
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wei ghts in the proposed 2001 through 2003 GPCls are fromthe 1997
AMA survey and were used in the MEl revision discussed in
Novenber 2, 1998 final rule (Medicare Program Revisions to
Paynment Policies and Adjustnents to the Relative Value Units
Under the Physician Fee Schedul e for Cal endar Year 1999)

(63 FR 58846).

The MEI is a neasure of annual increases in the cost of
operating a private nedical practice and is used in the annual
updat e of the physician fee schedule CFs. Because the GPCls and
the MEI use the sanme resource inputs to neasure the costs of a
private medical practice (the GPCls neasure relative costs anong
areas while the MEl neasures the national annual rate of increase
in costs), we believe the same wei ghts shoul d be used.

Once the conmponents and their weights were determ ned, data
sources had to be found that were widely and consistently
avai l able in all physician fee schedul e areas to neasure costs.
After exam ning many sources, the follow ng proxies were sel ected
as the best avail able sources for neasuring each conponent of the
original 1992 through 1994 GPCl s:

 Physician work--The nedian hourly earnings, based on a
20 percent sanple of 1980 census data, of workers in siXx
prof essi onal specialty occupation categories (engineers,
surveyors, and architects; natural scientists and mat hemati ci ans;

t eachers, counselors, and librarians; social scientists, socia
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wor kers, and | awyers; regi stered nurses and pharnacists; witers,
artists, and editors) with 5 or nore years of coll ege.
Adj ustnents were nade to produce a standard occupational mx in
each area. The actual reported earni ngs of physicians were not
used to adjust geographical differences in fees because these
fees are, in large part, the determ nants of the earnings. W
bel i eve that the earnings of physicians will vary anbng areas to
the sane degree that the earnings of other professionals vary.
 Enpl oyee wages--Medi an hourly wages of clerical workers,
regi stered nurses, licensed practical nurses, and health
techni cians were al so based on a 20-percent sanple of 1980 census
dat a.

e Ofice rents--Residential apartnent rental data produced
annual |y by the Departnment of Housing and Urban Devel opnent (HUD)
were used because there were insufficient data on conmercia
rents across all physician fee schedul e areas.

e M scel |l aneous expenses--The Urban Institute and the
Center for Health Econom cs Research assuned that this conmponent
is represented by a national nmarket and that costs do not vary
appreci ably anong areas. This conmponent's index is 1.000 for al
areas to indicate no variation fromthe national average.

e Ml practice--Premuns in 1985 and 1986 for a mature
"clainms made" policy (a policy that covers mal practice clains

made during the covered period) providing $100, 000 to $300, 000 of
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coverage were used. Adjustnents were nade to incorporate the
costs of $1 million to $3 million coverage and nandatory patient
conmpensation fund requirenents. Prem umdata were collected for
physicians in three risk classes -- lowrisk (genera
practitioners who do not perform surgery), noderate risk (genera
surgeons), and high-risk (orthopedic surgeons).

The areas sel ected for neasurenent purposes were the
Metropolitan Statistical Areas (MSAs). Non-MSA areas within a
State were aggregated into one residual area. Using MSAs for
nmeasurenent satisfied the criteria of (1) honbgeneity in resource
i nput prices within the area, and (2) a size |arge enough so that
mar ket areas are self-contained to mnimze border crossing; that
i's, physicians would not nove their offices a fewmnmles to secure
hi gher paynents and patients would tend to receive services
within their area.

The Act requires, however, that the GPCls refl ect cost
di fferences anong fee schedule areas. Thus, it was necessary to
map Medicare localities to the MSA and non- MSA aggregati on of
GPCl data. Wiere localities crossed MSA boundaries, MSA indices
were converted to Medicare locality indices by popul ation
wei ght s.

Det ai | ed di scussi ons of the nethodol ogy and data sources of
the 1992 through 1994 GPCls can be obtained by requesting the

foll owi ng studies fromthe National Technical Information Service
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by calling 1-800-553-NTIS or, for residents of Springfield,
Virginia, (703) 487-4650.

e The Uban Institute report "The CGeographic Medicare
I ndex: Alternative Approaches,”™ NTIS PB89-216592.

e The supplenent to "The CGeographi c Medicare | ndex:

Al ternative Approaches,”™ NTIS PB91-113506. This was published in
the Septenber 4, 1990 notice for the nodel fee schedule
(55 FR 36238).

e The Uban Institute report, "Refining the Ml practice
Geographic Practice Cost Index," February 1991, NTIS PB91-155218.
The rel ated diskette is NIl S PB91-507491. This is the fina
version of the 1992 through 1994 GPCls as published in the
Novenber 1991 final rule (56 FR 59785).

3. Revi sed 1995 t hrough 1997 Geographic Practice Cost |ndices

The main criticismof the original GPCls was that they were
out dat ed because they were based on old data; for exanple, 1980
census data and 1985 and 1986 muml practice prem uns. This was,
however, the nost recent data avail able when the GPCls were
established. The revised 1995 t hrough 1997 GPCls were based on
the nost current data avail able when they were devel oped in 1993
and 1994.

We made sone m nor changes fromthe original GPCl
met hodol ogy in cal cul ating sone of the revised 1995 through 1997

i ndices. One nethodol ogi cal change was nmade that applied across
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all indices. As nentioned earlier, under the original GPCls,
where Medicare localities crossed MSA boundaries, MSA indices
were converted to locality indices by popul ati on wei ghts.

Medi care expenditure wei ghts were not used because the

expendi tures under the reasonabl e charge system contai ned | arge
di fferences unrelated to relative cost differences anong areas.
In calculating the revised GPCls, where localities crossed NMSA
boundaries, locality indices were cal cul ated by wei ghts based on
the proportion of localities' RVUs provided in each MSA to
reflect relative cost differences anong areas. Full fee schedul e
RVUS were used rather than actual 1993 paynents because 1993 fee
schedul e paynents still reflected sone reasonabl e charge paynent

| evel s. The advantages of RVU weighting are (1) the GPCls nore
closely reflect physician practice costs in the area where the
services are provided rather than where the population lives, and
(2) budget neutrality is preserved when we conbine nultiple
localities into |larger areas, such as statewi de localities.

a. Wor k Geographi c Practice Cost Indices.

Data fromthe 20-percent sanple of census data of nedi an
hourly earnings for the sanme six categories of professiona
specialty occupations as used in the 1992 through 1994 work GPCls
were used in calculating the 1995 through 1997 work GPCls. The
1992 through 1994 work GPCls were cal cul ated using 1980 census

data of earnings for professionals with 5 or nore years of
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coll ege. That sanple was no |onger available with the 1990
census. The 1990 census educational classifications were by

hi ghest degree earned and not by years of schooling as in the
1980 census. Thus, it was not possible to obtain earnings data
that exactly conpared to the 1980 dat a.

For 1990, data were available for all-education and
advanced- degree sanples, but not for 5 or nore years of coll ege.
W el ected to use the all-education sanple because its |arger
sanpl e sizes made it nore stable and accurate in the | ess
popul ous areas. Although it could be argued that physicians
earni ngs m ght nore closely approxi mate the earni ngs of
prof essionals with advanced degrees, the differences between the
al | -education and advanced-degree indices were negligible in al
but a few of the smallest localities. W believed that the snal
sanpl e sizes of advanced-degree occupations in these snal
| ocalities nmay produce inaccurate results.

The 1992 t hrough 1994 work GPCls used netropolitan-w de
medi an wages for each county within an MSA. That is, al
counties within an MSA were assigned the MSA-w de nedi an wage
even if there were wage variations within the MSA. W believed
that this was appropriate for all but Consolidated Metropolitan
Statistical Areas (CMSAs), the largest of the MSAs, such as New
York. In these CVBAs, we replaced netropolitan-w de earnings

with county-specific earnings. W believed this change was
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appropri ate because costs were, in fact, higher in central city
areas (for exanple, Manhattan and San Francisco) than in the rest
of the CVMBA. County earnings better account for cost variation
within these |arge netropolitan areas.

b. Practi ce Expense Geographic Practice Cost Indices.

(1) Enpl oyee Wage | ndi ces.

Data fromthe 20-percent sanple of census data of nedi an
hourly earnings for the sanme categories of nedical and clerica
occupations used in the 1992 through 1994 practice expense GPCls
were used in the 1995 through 1997 practice expense GPCls. The
1995 through 1997 practice expense GPCls used 1990 rather than
1980 census data. As with the work GPCl's, county |evel data were
used for CVMBAs to better reflect the cost variations within these
| arge nmetropolitan areas.

(2) Rent Indices.

As with the original rent indices, the HUD fair market
rental (FVR) data for residential rents were again used as the
proxy for physician office rents. The 1995 through 1997 practice
expense GPCls reflect 1994 HUD FMRs. Like the work GPClI and the
enpl oyee wage i ndex of the practice expense GPCls, county |evel
data were used in CMSAs to recognize the variations within the

CVBA.
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The major criticismof the rent indices was that residentia
rather than conmercial rent data were used. As nentioned
earlier, for constructing the GPCls, we needed data that were
wi del y and consistently avail able across all physician fee
schedul e areas. As with the original GPCls, we again searched
for private sources of commercial rent data that were w dely and
consi stently avail abl e.

The private sources we found were not adequate. None of the
sources col |l ected data for nonnetropolitan areas, nor did any
collect data for all netropolitan areas. The sources did not
reflect the average conmercial space in the area, but rather the
particul ar type of space nost relevant to the needs of a
particul ar source's clients. |In addition, the sanple sizes were
small. A conparison of the average rental for any particul ar
city showed significant variation dependi ng upon the source.

Al so, the private comrercial rent data tended to be for very high
priced real estate of the type likely to be used by |arge

i nstitutions such as banks, insurance conpanies, or financia
firms and not for the type of office space used by physicians.

Anmong the sources of commercial rent data avail able, the
nost prom sing were data fromthe Building Owmers and Managers
Associ ation, the General Services Adm nistration, and the
U S. Postal Service. These data were analyzed in depth. W did

not use data fromthe Building Owmers and Managers Associ ati on
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and the Ceneral Services Adnministration because of poor

geogr aphi ¢ coverage, especially outside of |large netropolitan
areas. That is, data were not widely and consistently avail abl e
for all physician fee schedule areas. The U. S. Postal Service
data had nmuch better geographic coverage, but sanple sizes in
many areas were unacceptably small and could have led to
erroneous results.

No acceptable national commercial rent data are readily
avai |l abl e for physician office rents. Thus, sone proxy nust be
used for this portion of the index. In addition, comercial rent
data are not available for all areas from published statistica
sour ces.

W believe that the HUD FMR data remain the best avail able
data for constructing the office rental index. They are
avai l able for all areas, are updated on an annual basis, and are
consi stent anong areas and fromyear to year. Moreover
physi cians are frequently located in areas and office space that
are residential rather than comercial (for exanple, in apartnent
conpl exes and small strip comercial centers adjacent to
residential areas).

(3) Medical Equipnent, Supplies, and M scel | aneous Expenses.

As mentioned earlier, the GPCl assunes that this conmponent

has a national nmarket and that input prices do not vary anong

geographic areas. W were unable to find any data sources that
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denonstrated price differences by geographic area. Anecdotal and
interview data from suppliers and manufacturers were

i nconclusive. Wiile sone price differences nay exist, they are
nore likely to be based on vol une di scounts rather than on
geographic areas. Cenerally, it appears that manufacturers
prices do not vary anong areas except for shipping costs. Since
manuf acturers and suppliers are |ocated all over the country,

shi ppi ng costs on the mainland do not vary significantly.

We di d consider an add-on for shipping costs to Al aska,
Hawai i, and Puerto Rico to recogni ze the added shi ppi ng di stance.
We deci ded agai nst the add-on because there were no data to
i ndi cate how nuch the costs of shipping nedical equipnent and
supplies to these areas increased their total costs. W were
able to ascertain that conmercial shippers |like United Parce
Servi ce and Federal Express generally charge about 10 percent
nore to ship to Puerto Rico and about 20 percent nore to ship to
Al aska and Hawaii from the mainl and.

Medi cal equi pnent and supplies represent about 7 percent of
physi ci an practice costs. Even assum ng that shipping costs
represent 5 percent of total equi pnment and supply costs, which we
believe to be a high estimte, recognizing a 20 percent increase
in shipping costs would only increase paynent |evels by
0. 07 percent or 0.0007 (.20 x .05 x .07 = .0007). The nedica

equi pnent, supplies, and m scel | aneous expense index for al
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areas continued to be 1.000 in the revised 1995 through 1997

GPCl s.

C. Mal practi ce Geographic Practice Cost Indices.

Again, mal practice premumdata for a $1 nmllion to
$3 million mature "clainms made" policy were collected, with
mandat ory patient conpensation funds consi dered. However, nore
recent and nore conprehensive mal practice insurance data were
used in calculating the 1995 through 1997 nmal practice GPCls. The
1995 through 1997 nmal practice GPCls were based on 1990 t hrough
1992 premiumdata. Malpractice premuns are very volatile and
may change significantly fromyear to year. W decided to use
the nost recent 3-year average avail able rather than just the
nost recent single year to snmooth out this volatility and present
a nore accurate indication of malpractice prem umtrends over
time.

We col |l ected data on nore specialties and from nore
insurers. W collected data on 20 specialties, rather than on
only three as in the 1992 through 1994 mal practice GPCl s.

The 1992 through 1994 mal practice GPCl data were | argely drawn
froma single nationwi de insurer (St. Paul Fire and Marine) and
wer e suppl enmented by several State-specific carriers in States in
which St. Paul did not offer coverage. Subsequent anal yses
suggest that these data were not representative of insurers

operating in many States. For the revised mal practice GPCl, data
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were collected frominsurers that, on average, represented

82 percent of the nmarket in each State, with the |owest State

mar ket share being 60 percent. W believe that the nore recent
and much nore conprehensive data greatly inproved the accuracy of
the mal practice GPCls for 1995 through 1997.

Det ai | ed di scussi ons of the nethodol ogy and data sources of
the 1995 through 1997 GPCls can be obtained by requesting the
followi ng studies from NTIS by calling 1-800-553-NTIS, or
(703) 487-4650 in Springfield, Virginia:

e "Updating the Geographic Practice Cost |Index: Revised
Cost Shares." Debra A. Dayhoff, John E. Schneider, and G egory
C. Pope. NTIS PB94-161072.

e "Updating the Geographic Practice Cost |Index: The
Physician Work GPCl." Gregory C. Pope and Deborah A. Dayhoff.
NTI S PB94-161080.

e "Updating the Geographic Practice Cost |Index: The
Practice Expense GPCl." Gegory C Pope, Deborah A Dayhoff,
Angella R Merrill, and Killard W Adamache. NTI'S PB94-161098.

e "Updating the Geographic Practice Cost |Index: The
Mal practice GPCl." Stephen Zuckerman and Stephen Norton. NTIS

PB94-161106.
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4. Revi sed 1998 t hrough 2000 Geographic Practice Cost |ndices

The sane data sources and net hodol ogy used for the 1995
t hrough 1997 GPCls were used for the revised 1998 through 2000
GPCls with a few very mnor nodifications. No acceptable
addi tional data sources were found. The cost shares were the
same as in the 1995 through 1997 GPCls because no changes were
made in the MElI weights.

I ndi ces for fee schedule areas are based on the indices for
the individual counties within the fee schedule area. Fee
schedul e RVUs are again used to weight the county indices (to
reflect volunmes of services within counties) when mapping to fee
schedul e areas and in constructing the national average indices.
However, we used nore recent data, 1994 rather than 1992 RVUs, in
the county, locality, and national mapping in the proposed GPCl s.
The paynent effect of this is negligible in nost cases and
generally results in changes at the third decimal point if at
all.

a. Wor k Geographi c Practice Cost Indices.

The work GPCls are based on the decennial census. The 1992
t hrough 1994 work GPCls were based on 1980 census data because
1990 census data were not yet available. The work GPCls were
revised in 1995 with new data fromthe 1990 census. New census
data will not be available again until after the 2000 census. W

searched for other data that woul d enable us to update the work
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GPCl s between the decenni al censuses but no acceptabl e data
sources were found. The nost prom sing sources of data were the
hospital wage data that we collected to cal cul ate the prospective
paynment system (PPS) hospital wage i ndex and the payroll per

wor ker data collected by the U S. Bureau of Labor Statistics from
St at e unenpl oynent insurance agencies ("the ES-202 data").

The PPS hospital wage data were exam ned when we constructed
the original GPCls. They were rejected in favor of census data
because of their |ack of an occupation m x adjustnent and their
unrepresentative occupational conposition (hospital enployees
rat her than professionals or physician office enployees). ES-202
data consist of total payroll divided by counts of wage and
salary workers. Their najor di sadvantages were that they did not
nmeasure hourly earnings, only payroll per enployee, and no
occupational detail is available. Al so, they did not adjust for
part-time or full-tinme and hours worked, and the nunbers of
workers are small for certain States, |eading to unstable
esti mates of payroll per worker. W conpared the changes by
State from 1989 to 1993 in the PPS wage data and the ES-202 data
to see if there was any correl ati on between the two series. The
correl ation between the two was only noderate: 0.55. The changes
i ndicated by both series were generally small, for exanple, a few
percentage points. The difference between the two series by

State was in many cases as |arge as, or greater than, the change
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i ndicated by either series. The average difference between the
two series (2.1 percent) is as large as the change indicated by
either series. In addition, changes for particular States were
substantially different between the two series. For exanple,

I ndi ana rel ati ve wages rose by 1.9 percent according to the PPS
data, but fell 5.7 percent according to the ES-202 data.

Since we were unable to find an acceptable data source for
updating the work GPCls, we exam ned the consequences of not
updating the work GPCls between the decennial censuses. W
conpared the changes between the 1992 through 1994 work GPCl s,
based on the 1980 census and the 1995 through 1997 GPCls, based
on the 1990 census. On average, the full variation State work
GPCl s changed by about 5 percent. This translates to about a
1.2 percent change in the quarter work GPCl required by |aw.

Si nce work makes up about one-half of the GPCl cost shares, this
transl ates into an average paynent change per State of about 0.6
percent fromupdating the work GPCI based on the 10-year change
in relative wages indicated by the census data. Even the maxi num
change in the full variation State work GPCls fromthe 1992
through 1994 to the 1995 through 1997 GPCls of 14 percent
translates into only about a 1.8 percent change in paynents. The
| argest full work GPCI changes for individual paynent areas were
from16 to 20 percent, or about a 4 to 5 percent change in the

quarter work GPCl, or about a 2.4 percent change in paynents.
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However, 80 percent of paynent areas experienced paynent changes
of less than 1 percent, and 50 percent of paynent localities
experi enced paynent changes of less than 0.5 percent as a result
of changes in the census data from 1980 to 1990.

We, therefore, made no changes in the 1998 t hrough 2000 work
GPCls fromthe 1995 through 1997 work GPCls, other than the
general ly negligible changes resulting fromusing 1994, rather
than 1992, RVUs for this GPCl update because we were unable to
find acceptable data for use between the decennial censuses. W
bel i eve that naking no changes is preferable to naking inaccurate
changes based on unacceptable data. W believe that this is a
reasonabl e position given the generally small nagnitude of the
changes in paynents resulting fromthe changes in the work GPCl s
fromthe 1980 to the 1990 census dat a.

b. Practi ce Expense Geographic Practice Cost Indices.
(1) Enpl oyee Wage | ndi ces.

As with the work GPCls, the enployee wage portion of the
practice expense GPCls is based on decennial census data. For
the sane reasons di scussed above pertaining to the work GPCls, we
made no changes in the enpl oyee wage indices during the 1998
t hrough 2000 GPCI update. The average change fromthe 1992
through 1994 to the 1995 t hrough 1997 enpl oyee wage i ndices

across States was about 6 percent. Since the enpl oyee wage i ndex
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had a wei ght of about 16 percent in the GPCl cost shares, this
translated into a 1 percent average change in paynents. The

maxi num paynent change in any paynent area resulting from changes
fromthe 1992 through 1994 to the 1995 through 1997 enpl oyee wage
i ndi ces was about 3.2 percent. Paynent changes in over
two-thirds of the paynent areas were |ess than 1 percent.

(2) Rent Indices.

The office rental indices were again based on HUD
residential rent data. The rental indices were based on 1996 HUD
data as opposed to the 1994 HUD data in the 1995 through 1997
GPCls. HUD made two smal | net hodol ogi cal changes in devel opi ng
the data. First, HUD used the 40th percentile of area rents
rat her than the 45th percentile. This did not materially affect
the GPCls, which neasure relative rents anong areas. Second, HUD
established a rental floor for rural counties at the statew de
rural average. This had the effect of raising the office rental
indices slightly in rural areas.

We made one net hodol ogi cal change in the rent indices. HUD
publ i shes FMRs only for netropolitan areas as a whole. For the
1995 through 1997 GPCls, HUD used a special tabulation of the
1990 census data to allocate rents by county within CVBAs. In
sonme netropolitan areas, this had the effect of reducing the
central city index bel ow the suburban index, probably because of

| ower unmeasured housing quality in central cities than in
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suburbs. This may not have been the best indicator of relative
physician rents, since the GPCls are intended to neasure rental
costs for offices of simlar quality in different areas. The
netropolitan-wide rent is nost appropriate for neasuring the cost
of space of an average quality across the netropolitan area,

whi ch is why HUD publishes only netropolitan-wi de FMRs. Al so,
the census county adjustnents can be updated only once every

10 years. For this reason, we believed that the county-specific
adj ust nrent shoul d not be nade for all |arge netropolitan areas,
but should be retained only for the New York City Primry MSA
Avai | abl e evi dence suggested that rents vary substantially anong
t he boroughs of New York City and that, given the current

| ocality configuration, the county-specific rental adjustnent
appropriately reflected these patterns in the New York City area,
especially the higher rents in Manhattan.

(3) Medical Equipnent, Supplies, and M scel | aneous Expenses.

As with the 1992 through 1994 and 1995 t hrough 1997 GPCl s,
this conponent was given a national value of 1.000, indicating no
nmeasur abl e di fference anong areas in costs.

C. Mal practi ce Geographic Practice Cost Indices.
Agai n, mal practice prem umdata were collected for a mature
"clains made" policy with $1 million to $3 million limts of

coverage, w th adjustnents nade for nandatory patient
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conpensation funds. As with the 1995 through 1997 GPCls, data
were collected for the 20 | argest Medicare-billing physician
specialties. The premiumdata represent at |east 50 percent of
the market in each State. Again, we used an average of the
3 nost recent premumyears to snooth out the considerable year-
to-year fluctuations that can occur in nmal practice prem uns. The
revi sed 1998 t hrough 2000 mal practice indices were based on 1992
t hrough 1994 prem um data, the |atest years avail abl e when the
Heal t h Econom cs Research (HER) GPCI study was being conducted in
1995 through 1996. Anot her change fromthe 1995 through 1997
indices is that we weighted the specialty shares of the
20 specialties by fee schedule RVUs rat her than all owed charges.
Det ai | ed di scussi ons of the nethodol ogy and data sources of
the 1998 through 2000 GPCls nay be obtained by requesting the
followi ng study fromNTIS by calling 1-800-533-NTIS, or, for
residents of Springfield, Virginia, (703) 487-4650: "Second
Updat e of the Geographic Practice Cost Index." Gegory C. Pope
and Killard W Adanache.
5. Proposed 2001 through 2003 Ceographic Practice Cost Indices.
W propose using the same data sources and net hodol ogy used
for the 1998 through 2000 GPCls for the 2001 through 2003 GPCl s
(hereafter referred to as proposed GPCls). No acceptable
addi ti onal data sources were found. The only differences between

the 1998 through 2000 GPCls and the proposed GPCls are in the
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cost shares and RVU wei ghting. As shown in the cost share table
in the discussion of the devel opnent of the GPCls, the cost
shares have been changed to reflect the revisions in the ME
This does not affect the work or mal practice GPCls since they are
stand-al one indices. The change has a snmall effect on the
practi ce expense GPCls because it changes slightly the weights
anong the enpl oyee wage, rents and m scel | aneous conponents of
the practice expense index. W used nore recent RVU data -- 1998
rather than 1994 -- in the county, locality, and national mapping
in the proposed GPCls. The paynent effect of this is generally
negl i gi bl e.
a. Wor k Geographic Practice Cost Indices.

For the sane reasons discussed in the section on the 1998
t hrough 2000 work GPCl's, no significant changes are being
proposed in the 2001 through 2003 work GPCls because we were
unable to find acceptable data for use between the decenni al
censuses. There are general negligi ble changes resulting from
the use of 1998 rather than 1994 RVUs for weighting.
b. Practi ce Expense Geographic Practice Cost Indices.
(1) Enpl oyee Wage | ndi ces.

As with the work GPCls, the enpl oyee wage indices are based

on decenni al census dat a. For the sane reasons di scussed above
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pertaining to the work GPCls, we are proposing no changes in the
enpl oyee wage indices during this GPCl update.

(2) Rent Indices.

The office rental indices are again based on HUD residential
rent data. No changes have been nade in the nethodol ogy. The
proposed rental indices are based on 2000 rather than 1994 HUD
dat a.

The proposed rental indices are conpared to the current
rental indices in AddendumD. A reduction in an area's rent
i ndex does not necessarily nean that rents have gone down in that
area since the last GPCl update. Since the GPCls neasure area
costs conpared to the national average, a decrease in an area's
rent index neans that an area's rental costs have decreased when
conpared to the change in national average rental costs. The
i ndices are arranged in descendi ng order of change. The rental
i ndex has a cost share of about 12 percent of the GPClI. This
nmeans that the actual effect on paynents will be about 12 percent
of the change in the rental indices. Wile the new rental
i ndi ces show significant changes in a few areas, primarily in the
San Franci sco Bay area, 80 of the 89 areas change by | ess than
10 percent, which translates into about a 1 percent change in
paynent s.

(3) Medical Equipnent, Supplies, and M scel | aneous Expenses.
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As with all previous GPCls, this conponent would be given a
national value of 1.000, indicating no nmeasurable differences
anong areas in costs.

C. Mal practi ce Geographic Practice Cost Indices.

W propose using the same net hodol ogy described in the 1998
t hrough 2000 mal practice GPClI section in the proposed nal practice
GPCls for 2001 through 2003. The only difference is that we used
nore recent data. The proposed mal practice indices are based on
1996 through 1998 data conpared to the 1992 t hrough 1994 data
used in the previous GPCl update.

Addendum E shows t he changes fromthe 1998 t hrough 2000
indices to the proposed nal practice GPCls. A change in an area's
mal practi ce GPCl does not nean that absolute mal practice prem uns
have changed by that anmpbunt. |It, rather, reflects the area s new
position conpared to the national average. As with past GPC
revi sions, the changes in the proposed nal practice GPCls are
relatively large in sone cases, reflecting the significant
changes in mal practice prem uns that occur fromyear to year. As
Addendum E shows, two-thirds of the paynent areas experience
changes of less than 12 percent. It should be noted, however,
that the weight of the mal practice GPCl is only about 3 percent
of the total GPCI. Therefore, a 12 percent change in the
mal practice GPCl translates into only a 0.4 percent change in

paynments. Even the |argest 42 percent change in the nal practice
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GPCl translates into only a 1.3 percent change in paynents. The
mean change in the mal practice GPCls is 11 percent, or about a
0.4 percent change in paynents.

The proposed 2002 fully-effective revised GPCls and the
transitional 2001 revised GPCls can be found at Addendum F and
Addendum G respectively. Since the proposed revised GPCls could
result in total paynments either greater or |ess than paynents
t hat woul d have been made if the GPCls were not revised, it was
necessary to adjust the GPCls for budget neutrality as required
by law. Therefore, we adjusted the 2001 through 2002 GPCls as
follows: work by 0.99699; practice expense by 0.99235; and
mal practice by 1.00215.

C. Resour ce- Based Mal practice Relative Value Units

In the July 1999 proposed rule (64 FR 39610) and the
Novenber 1999 final rule (64 FR 59383) for the CY 2000 physician
fee schedul e, we discussed the nethodol ogy used to cal cul ate
resource based mal practice RVUs and proposed interi mRVUs
effective January 1, 2000. (See "Legislative Hi story" section
for dates and Federal Register citations for these rules.) The
net hodol ogy can be briefly sunmarized as foll ows:

e Actual nalpractice prem umdata were collected for the

top 20 Medi care physician specialties.
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e« Al Medicare specialties were mapped to insurer rating
cl asses (1 SO codes).

e A national average prem umwas cal cul ated for every
specialty.

e Specialty risk factors showing the relative nal practice
costs anong specialties were created by dividing each specialty
nati onal average prem um by the | owest average prem um

e Specialty-weighted mal practice RVUs were cal cul ated for
each procedure by summ ng, for all specialties providing the
procedure, the product of each specialty's risk factor tinmes the
proportion of total service count for that procedure provided by
the specialty.

e This nunber was nultiplied by the procedure's work RVUs
to account for differences in risk-of-service anong procedures.

e The new mal practice RVUs were adjusted by the appropriate
factor to attain budget neutrality.

The mal practice RVUs were based on 1993 t hrough 1995 prem um
data, the nost recent premumdata readily available. 1In |ast
year's proposed and final rules we stated that we planned to
coll ect nore recent data, but did not expect that newer data
woul d change the values significantly since mal practice prem uns
have been remarkably stable in recent years.

We have now obtai ned, and are currently examni ning,

mal practi ce prem umdata for 1996 through 1998. The nal practice
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RVUs in the fall final rule will reflect the newer data. Wile
we have not yet conpleted the proposed nal practi ce RVU

cal cul ations, the table bel ow conpares the 1993 t hrough 1995
average prem uns (that were used to cal culate the 2000

mal practice RVUs) with the 1996 through 1998 average prem ums
(that will be used to calculate the 2001 mal practice RVUs). As
the tabl e bel ow shows, there was very little change in the

nati onal average prem unms from 1993 through 1995 to 1996

through 1998. W, therefore, anticipate mninmal changes in

mal practi ce RVUs from use of the nore recent data.
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Nat i onal Average Prem unms By Surveyed Specialties

1 SO [Specialty 11996 avg| 1997 avg [1998 avg [ 93-95 [ 96-98 | Trend
80114 Opht hal ol ogy 11, 304 11, 377 10, 945 10, 960| 11, 209| 0.759
80143 |General surgery 27, 667 28,116 27, 694 27,020 27,825| 0.989
80144 Thoraci c surgery 39, 056 39, 020 38, 359 38, 789| 38,812 0.029
80145 Ur ol ogy 16, 799 17,163 16,911 15,817| 16,958 2. 359
80151 Anest hesi ol ogy 15, 708 15, 468 14,904 17, 231| 15, 360( - 3. 759
80152 Neur osur gery 58, 104 58, 263 56, 735 54,610| 57, 701| 1.859
80154 Ot hopedi ¢ surgery 39, 182 38, 882 37,688 38,877| 38,584| -0. 259
80156 Pl astic surgery 31,670 31, 708 31, 062 30, 599| 31, 480| 0.959
80159 O ol aryngol ogy 20, 603 19, 845 19, 521 19, 748| 19,990( 0.419
80244 Gynecol ogy 8, 445 8, 690 8, 790 n/al 8,642 n/a
80249 Psychi atry 6, 645 6, 533 6, 664 7,240( 6,614| -2.969
80269 Pul monary di sease 9, 352 9, 553 9, 620 8,594| 9,508| 3.429
80274 Gast roent er ol ogy 11, 691 11, 890 11, 655 11,008| 11, 745 2.189
80280 Di agnosti ¢ radi ol ogy 12,099 12, 651 12, 365 10, 783| 12,372| 4.689
80281 Car di ol ogy 13, 265 13, 367 12,980 12, 465| 13, 204 1.949
80282 Der mat ol ogy 10, 690 10, 865 10, 394 10, 946| 10, 650 - 0. 919
80284 I nternal nedicine 11,770 11,941 11, 798 11,491| 11,836( 0.999
80288 Neur ol ogy 14, 000 13, 758 13, 421 12,396| 13, 726| 3.459
80292 Pat hol ogy 9, 633 9, 690 9, 439 8,913 9,587| 2.469
80423 Ceneral practice 11, 181 11, 354 11, 167 10, 465| 11,234 2.399
n/a -data not available

In addition, in response to comments received on |ast year's
rules, we are proposing to accept a comment regarding
crosswal ki ng specialties. W are proposing to crosswal k surgica
oncol ogy to general surgery rather than to all physicians. The
mal practice values to be included in the final rule reflecting
the updated data will remain interim
D. Critical Care Relative Value Units

In the Novenber 1999 final rule (64 FR 59423), we
established interimwork RVUs for CPT codes 99291 and 99292

(critical care services) of 3.6 and 1.8, respectively, which were
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decreased fromthe previous RVUs for these services. These work
RVUs were established because of the change in the CPT definition
of critical care services in CPT 2000. W also discussed in
detail what changes in the definition nbost concerned us. W
recei ved many comrents on the interimwrk RVUs for critica

care.

This year we proposed new codi ng | anguage to the AVA CPT
Editorial Panel (the Panel) to resol ve physician concerns. The
Panel, with input fromvarious specialty societies, accepted the
| anguage that we proposed with sone nodifications. The AMA has
gi ven us copyright perm ssion to publish the introduction for
CPT codes 99291 and 99292 as it will appear in CPT 2001. For CPT
2001, the introduction for critical care services will be as
foll ows (new | anguage in bold):

Critical care is the direct delivery by a physician(s)
of nmedical care for a critically ill or critically
injured patient. A critical illness or injury acutely
I npairs one or nore vital organ systens such that there
is a high probability of immnent or life threatening
deterioration in the patient’s condition. Critica

care involves decision maki ng of high conplexity, to
assess, mani pul ate, and support vital system
function(s) to treat single or nultiple vital organ
system failure and/or to prevent further life
threatening deterioration of the patient’s condition.
Exanpl es of vital organ systemfailure include, but are
not limted to: central nervous systemfailure,
circulatory failure, shock, renal, hepatic, netabolic
and/or respiratory failure. Although critical care
typically requires interpretation of nultiple
physi ol ogi ¢ paraneters and/ or application of advanced
technol ogy(s), critical care nay be provided in life
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threateni ng situati ons when these el enents are not
present. Critical care may be provided on nultiple
days, even if no changes are nade in the treatnent
rendered to the patient, provided that the patient’s
condition continues to require the |l evel of physician
attention descri bed above.

Providing nedical care to a critically ill, injured, or
post-operative patient qualifies as a critical care
service only if both the illness or injury and the

treatment bei ng provided neet the above requirenents.
Critical care is usually, but not always, given in a
critical care area, such as the coronary care unit,

I ntensive care unit, pediatric intensive care unit,
respiratory care unit, or the energency care facility.
Critical care services provided to infants older... (no
change to this paragraph)

Services for a patient who is not critically ill but
happens to be in a critical care unit are reported
usi ng ot her appropriate E/ M codes.

Critical care and other E/ M services may be provided to
the sane patient on the sane date by the sane
physi ci an.

The foll ow ng services are included in reporting
critical care when perforned during the critical period
by the physician(s) providing critical care: the
interpretation of cardiac out put neasurenents

(93561, 93562), chest x-rays (71010, 71015, 71020),
pul se oxinetry (94760, 94761, 94762), bl ood gases, and
i nformati on data stored in conputers (eg, ECGs, bl ood
pressures, henmatol ogi c data (99090); gastric intubation
(43762, 91105); tenporary transcutaneous pacing
(92953); ventilator managenent (94656, 94657, 94660,
and 94662); and vascul ar access procedures (36000,
36410, 36415, 36540 and 36600). Any services perforned
whi ch are not |isted above shoul d be reported
separately.

The critical care codes 99291 and 99292 are used to
report the total duration of tine spent by a physician
providing critical care services to a critically ill or
critically injured patient, even if the tinme spent by

t he physician on that date is not continuous. For any
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given period of tine spent providing critical care
services, the physician nust devote his or her full
attention to the patient and, therefore, cannot provide
services to any other patient during the sane period of
time

Time spent with the individual patient should be
recorded in the patient’s record. The time that can be
reported as critical care is the tinme spent engaged in
work directly related to the individual patient’s care
whet her the time was spent at the i mredi ate bedsi de or
el sewhere on the floor or unit. For exanple, tine
spent on the unit or at the nursing station on the
floor reviewing test results or imgi ng studies,

di scussing the critically ill patient’s care with other
medi al staff or docunenting critical care services in
the nedical record would be reported as critical care,
even though it does not occur at the bedside. Also,
when the patient is unable or clinically inconpetent to
participate in discussions, tinme spent on the floor or
unit with famly nmenbers or surrogate decision nmakers
obtai ning a nedical history, reviewing the patients
condition or prognosis, or discussing treatnent or
limtation(s) of treatnent may be reported as critica
care, provided that the conversation bears directly on
t he managenent of the patient.

Time spent in activities that occur outside of the unit
or off the floor (eg, tel ephone calls, whether taken at
hone, in the office, or elsewhere in the hospital) nay
not be reported as critical care since the physician is
not i mredi ately available to the patient. Tinme spent
in activities that do not directly contribute to the
treatnment of the patient may not be reported as
critical care, even if they are perforned in the
critical care unit (eg, participation in admnistrative
neeti ngs or tel ephone calls to discuss other patients).
Ti me spent perform ng separately reportabl e procedures
or services should not be included in the tinme reported
as critical care tine.

93
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The remai nder of the introduction as published in CPT 2000,
as well as the descriptors for the two CPT codes (99290 and
99291), remai ns unchanged.

Adoption of this revised introduction for the critical care
CPT codes 99291 and 99292 is consistent with our view of the
appropriate intensity of these services and addresses the
concerns we had raised in the Novenber 1999 final rule.
Therefore, based on inplenentation of this revised introduction
for critical care services for CY 2001, we are proposing to val ue
the physician work at 4.0 RVUs for CPT code 99291 and 2.0 RVUs
for CPT code 99292.

In addition, consistent with our discussion in the proposa
for electrical bioinpedance (EB) (see section Il.H), we are
proposi ng to not all ow separate Medicare paynent for EB when
provided in conjunction with critical care services (CPT codes
99291 and 99292).

E. Care Plan Oversight and Physician
Certification/Recertification

The Panel considered changes to the definition of care plan
oversight for 2001. After analyzing the definition changes, we
are concerned that these codes (CPT codes 99375 and 99378) w ||

no | onger be consistent with our coverage criteria.
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In anticipation of the likely CPT revisions, we would
establish two new HCPCS codes for care plan oversight that are
consi stent with our coverage criteria. For the 2001 physician
fee schedule, we would establish a new HCPCS code Gxxx1, that
w Il use the CPT 2000 definition associated with CPT code 99375
and a new HCPCS code Gxxx2, that will use the CPT 2000 definition
associated with CPT code 99378. The current policy guidance that
applied to CPT codes 99375 and 99378, including our past
responses to questions on care plan oversight, will continue to
apply to these G codes. The current paynents for CPT codes 99375
and 99378 will be maintained in Gxxx1l and xxx2.

In addition, we would establish two new HCPCS codes ( Gxxx3
and Gxxx4) to describe the services involved in physician
certification (and recertification) and devel opnent of a plan of
care for a patient for whomthe physician has prescribed
Medi car e- covered hone health services. The proposed text of the
new codes will read as follows:
xxx3 Physi cian services for initial certification of

Medi car e-covered services by a hone health agency, per
patient’s honme health certification period

This code woul d be used when the patient has not received

Medi car e-covered hone health services for at | east 60 days.
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xxx4 Physi ci an services for recertification of
Medi car e-covered services by a hone heal th agency, per
patient’s honme health certification period

This code woul d be used after a patient has received
services for at |east 60 days (or one certification period) when
t he physician signs the certification after the initia
certification period.

The use of these HCPCS codes (Gxxx3 and Gxxx4) woul d be
restricted to physicians who are permtted to certify that hone
health services are required by a patient pursuant to section
1814(a)(2) (C) and section 1835(a)(2)(A) of the Act. The Gxxx3
code woul d be billed only once every 60 days, except in the rare
situation when the patient starts a new epi sode before 60 days
el apses and requires a new plan of care to start a new epi sode.
Consi stent with section 1835(a)(2) of the Act, a physician who
has a significant ownership interest in, or a significant
financial or contractual relationship with a honme heal th agency
(HHA), generally cannot bill this code for patients served by
t hat HHA.

For services within the episode (generally beyond the first
week or two of care plan inplenentation) that are consistent with
the definition of care plan oversight (HCPCS code Gxxxl1l), the

care plan oversight code (CPT code 99375) woul d be used.
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Because we believe that the physician work associated with
HCPCS code Gxxx3 equates to that of a level 3 established patient
office visit (CPT code 99213), we are proposing a value of .67
for the work RVUs. For Gxxx4, because we believe the work
equates to a level 2 established patient office visit (CPT
code 99212), we are proposing a value of .45 for the work RVUs.
For practice expense RVUs, we are proposing to crosswal k both
xxx3 and Gxxx4 to the practice expense inputs currently used for
care plan oversight (CPT code 99375).
F. Observation Care Codes

In 1998, the AVA added new CPT codes 99234 to 99236
observation or inpatient hospital care services (including the
adm ssion and di scharge services) for a patient on the sane date.
We accepted the RUC recomrendations for work RVUs for these new
codes. The work RVUs for each code are the sumof the applicable
adm ssion work for CPT codes 99218 to 99220 (or CPT codes 99221
to 99223) plus the discharge work (CPT codes 99217 or 99238).
For exanple, CPT code 99234 has 2.56 work RVUs, which is the sum
of the work RVUs for CPT code 99221 (1.28) plus the work RVUs for
CPT code 99217 (1.28). However, it has conme to our attention
that allowi ng paynent for these CPT codes conflicts with two
policies currently in the Medicare Carrier Manual (MM.

Section 15505.1(c) of the MCM states that we will pay for

only the initial hospital care service code when a patient is
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admtted as an inpatient and di scharged on the sane day.

Physi cians are not paid for both an inpatient hospital adm ssion
and hospital discharge managenent on the sane day. |In addition,
section 15504.b of the MCMinstructs that CPT codes 99218

to 99220 (Initial observation care) should be used if the patient
is discharged on the sane day as the adm ssion for observation
because each of these codes represents a full day of care and,

t hus, paying for a code representing both adm ssion and di scharge
on the sane day woul d be duplicative. CPT code 99217
(Cbservation care discharge) may be billed only on the second or
subsequent days i n observation.

These two paynent policies result in different paynents for
patients whose inpatient stay is |ess than 24 hours based solely
on whether they were in the hospital at m dnight. For exanple, a
physi cian who admts a patient to observation or to inpatient
care at 8 a.m and then discharges the patient at 8 p.m the sane
day, would be allowed paynent for only the adm ssion service. On
the other hand, a physician who adnmts a patient to observation
or to inpatient care at 8 p.m and then discharges the patient at
8 a.m the next day, would be allowed paynent for both the
adm ssi on and di scharge servi ces.

In response to these concerns, and to clarify our paynent

policy, we are proposing the follow ng:
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I npatient stay of 24 hours or nore - W would pay for both

i npati ent hospital adm ssion services (CPT codes 99221 to 99223)
and hospital discharge services (CPT codes 99238 to 99239) when a
patient is a hospital inpatient for a period of 24 hours or nore.
The nedical record nust docunent that the patient was an

i npatient for at |east 24 hours for both of these services to be
pai d.

I npatient or observation stay of |less than 8 hours - If a patient
is admtted as a hospital inpatient or an observation patient for
| ess than 8 hours, we would pay for only the adm ssion service
(CPT codes 99221 to 99223 or 99218 to 99220) on that day. The

di scharge service is not considered to be a separately bill able
servi ce.

I npatient or observation stay of 8 or nore hours, but |ess than
24 hours - If a patient is admtted as a hospital inpatient or an
observation patient for a period of 8 or nore hours, but |ess
than 24 hours, we would pay for both the adm ssion and di scharge
servi ces under CPT codes 99234 to 99236 with the foll ow ng
proposed physician work RVUs and docunentation requirenents:
Physi ci an Work RVUs

To properly value both the adm ssion and di scharge work of these
services, we are proposing to continue val uing the adm ssion

portion of the physician work as equivalent to CPT codes 99218 to
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99220 (or CPT codes 99221 to 99223), but to reduce the discharge
work RVUs from1l.28 to 0.67. This would nake the discharge
portion of the work equal to the work for CPT code 99213 (Ofice
or other outpatient visits) instead of CPT code 99217 (or CPT
code 99238). Thus, the proposed work RVUs woul d be as foll ows:
CPT code 99234--1.95 RVUs; CPT code 99235--2.81 RVUs; CPT code
99236--3.66 RVUs. W would not pay CPT codes 99217, 99238, and
99239 for hospital inpatient or observation adm ssions between 8
and 24 hours in |ength.

Qur reasoning for these proposed RVUs is that we believe
that the physician work typically required for discharging an
i npati ent or observation adm ssion patient after a period of at
| east 8 hours, but less than 24 hours, is |less than that required
for an adm ssion of 24 hours or nore. The typical work (for
exanpl e, history, physical exam nation, and nedi cal deci sion
maki ng) and the typical face to face tinme required to discharge
such a patient is conparable to the requirenents for CPT code
99213. Mbdreover, the typical tinme for CPT code 99238 is up to
30 m nutes and the physician work is 1.28 RVUs, so a clear work
anomaly woul d be created if we nade the work val ue of discharging
a patient with a stay of |less than 24 hours identical to the work
of discharging a patient with a length of stay of 24 hours or

nor e.
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Qur proposal would avoid creating such a rank order anomaly
and woul d pl ace adm ssion and di scharge val uati on in proper
order. For exanple, for observation stays of |ess than 8 hours,
we woul d pay only the adm ssion portion and woul d not pay
separately for the discharge because the extra work is mnimal.
For observation stays of nore than 8 hours, but |ess than
24 hours, we woul d recogni ze the di scharge conponent since there
is significant extra work involved, but not as nmuch as a
di scharge for a 24 hour or |onger adm ssion for which we woul d
pay the full value of CPT code 99238. Qur proposal would allow
paynment for CPT codes 99234 through 99236 only for stays of equa
to or greater than 8 hours, but Iess than 24 hours.

In addition to the docunentation guidelines for history,
physi cal exam nation, and nedi cal deci sion nmaking described in
CPT 2000 for CPT codes 99234 to 99236, we would require the
following to be docunented in the nmedical record:

e A stay involving 8 hours, but |less than 24 hours.

e That the billing physician was present and personally
performed the services.

e Admi ssion and discharge notes witten by the billing
physi ci an.

We believe this policy would harnoni ze current policy on
hospi tal adm ssions and di scharges and al so accommobdate the

observation codes as they are described in CPT 2000. The policy
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woul d not be tied to the "midnight” tinme frane of the hospital
i npati ent census.

If these proposals are adopted in the final rule, the work
RVUs for CPT codes 99234 to 99236 woul d be considered interim
for 2001.

G Ccul ar Phot odynanmi ¢ Therapy and O her Opht hal nol ogi ca
Treat nents

Ccul ar photodynanmic therapy is a treatnent recently approved
by the Food and Drug Adm nistration for age-rel ated macul ar
degeneration, the nost conmon cause of blindness in the elderly.
For CPT 2000, ocul ar photodynam c therapy was added to CPT
code 67220, which was fornerly Iimted to photocoagul ati on by
| aser.

We believe that ocul ar photodynam c therapy is significantly
different fromlaser photocoagul ati on and, therefore, we are
proposi ng to establish new HCPCS codes that specifically
identify these procedures. A discussion of each of these codes
fol | ows:
xxx5 Destruction of |ocalized |Iesion of choroid (e.qg.,

choroi dal neovascul ari zati on); photocoagul ation (e.g.,
by | aser), one or nore sessions

This code woul d be used in place of CPT code 67220. W

woul d maintain the work and nal practi ce RVUs and the CPEP inputs
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presently used for CPT code 67220 for paynment of this new "G
code.
xxx6 Destruction of |ocalized |Iesion of choroid (e.g.,
choroi dal neovascul ari zati on); ocul ar photodynam c
t herapy (includes intravenous infusion)

We are proposing a value of 0.55 work RVUs for &xxx6. This
value is half the physician work value for CPT code 96570
(Phot odynami ¢ therapy by endoscopic application of light to
abl ate abnormal tissue via activation of photosensitive drug(s);
first 30 mnutes), and it is identical to the physician work
val ue for CPT code 96571 (Photodynam c therapy by endoscopic
application of light to ablate abnornal tissue via activation of
phot osensitive drug(s); each additional 15 minutes). W note
that the total tine of laser light application for ocul ar
phot odynami ¢ therapy is 83 seconds, which is considerably shorter
than the tinme of |aser light application for CPT codes 96570
and 96571.

We are al so proposing that the gl obal period for Gxxx6 be
"XXX." Because of the gl obal designation, significant,
separately identifiable evaluation and managenent (E/M services
may be billed on the sane day as Gxxx6 with the use of the -25
nodifier. Patients will, typically, have fluorescein angi ography
as well as an E/ M service before ocul ar photodynanm c therapy to

determ ne whether they will benefit fromthe therapy and to
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di scuss the treatnment. Any E/Mservices perforned after the
treatment nmay be billed separately.

For Gxxx6 we are proposing the follow ng practice expense
i nputs for non-facility settings:

e« Cinical Staff Time: Registered nurse/ophthal nol ogy
technician -- 40 m nutes.

e Supplies: Ophthaine, nydriacil, nyolfrin, gonisol, post
nyd spectacles, verteporfin and al so i nfusion supplies including
sterile and non-sterile gloves, butterfly needle, syringe, band
ai d, al cohol swab, staff gown, iv infusion set, and infusion punp
cassette.

* Equi pnent: Laser, infusion punp, and exam | ane.

For the nmal practice conponent of Gxxx6, we are proposing
0.52 RVUs (the value assigned to CPT code 67220, Destruction of
| ocalized lesion of choroid). Although we are establishing
procedure codes for ocul ar photodynam c therapy, coverage of the
procedure is at the discretion of the local carrier.

In instances where both eyes are treated the sane day, we
are proposing the use of the foll owi ng HCPCS add- on code:

Xxx7 Destruction of |ocalized |lesion of choroid (for
exanpl e, choroi dal neovascul ari zation); ocul ar
phot odynami ¢ t herapy (includes intravenous infusion)-

ot her eye (List separately in addition to Gxxx6)
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For this add-on code we are proposing a "ZZZ" gl obal period,
with .28 work RVUs (half of that proposed for Gxxx6) and .52
mal practice RVUs (identical to that proposed for Gxxx6). The
practice expense inputs for services in the non-facility setting
woul d be as foll ows:
e« Cinical Staff Time: Registered nurse/ophthal nol ogy
technician -- 5 mnutes.
e Supplies: Ophthaine, nydriacil, nyolfrin, gonisol.
In addition, we have identified several other specific
opht hal nol ogi cal treatnments that are not distinctly identified in
CPT 2000. W are proposing to establish specific HCPCS codes for
t hese procedures.
xxx8 Destruction of |ocalized |Iesion of choroid (e.qg.,
chor oi dal neovascul ari zation); transpupillary
t her not herapy, one or nore sessions
Xxx9 Destruction of |ocalized |Iesion of choroid (e.qg.,
choroi dal neovascul ari zati on); photocoagul ati on, feeder
vessel technique, one or nore sessions
&xx10 Destruction of nmacul ar drusen, photocoagul ati on, one or
nore sessi ons
We are not proposing RVUs for HCPCS codes Gxxx8 through

&xx10. These codes are being established for tracking purposes
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only. These procedures are considered experinental in nature at
this tinme and, therefore, are not covered under Medicare.
H. El ectrical Bi oi npedance

El ectrical bioi npedance (EB), a noninvasive nethod of
nmeasuring cardiac input, is a covered procedure under Medicare,
if nmedically necessary. Perfornmance of this procedure is
reported by the Level 2 HCPCS code MD302, and the procedure is
currently carrier priced. W are proposing the foll ow ng RVUs
for this procedure:
1. Practice Expense

We are proposing the followi ng direct inputs for determ ning
practi ce expense RVUs. (W note, however, that a fina
determi nation of the practice expense RVUS will depend on how we
val ue physician work.) The practice expense RVU i n Addendum B
reflects the value for the technical portion of the service. |If
the service is given physician work, a separate PC will be
established with an additional practice expense RVU.

e« Cinical staff. Registered nurse -- 15 m nutes.

e Supplies. Four disposable sensors, patient gown, exam
tabl e paper, and pill owcase.

e Equipnent. Cardiac output nonitor and examtabl e.

2. Mal practi ce
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We are proposing 0.02 RVUs for this procedure. This value
is equivalent to the TC of an EKG which is a simlar procedure.
3. Physi ci an Work

The uses for which this procedure are covered (for exanple,
di fferentiating cardi ogenic from pul nonary causes of acute
dyspnea, the need for intravenous inotropic therapy, fluid
managenent, and the uses indicated in section 50-54 of the
Cover age |ssues Manual, HCFA Pub. 6) require a clinical
eval uation of the patient on the sanme day that EB is perforned.
The procedure reports measurenents that can not be interpreted
wi t hout other clinical information.

Wth respect to proposed RVUs for physician work, we have
insufficient information to propose a work value. W are
collecting information and invite comrents on this subject as
wel | as on the proposed inputs for practice expense and
mal practice. In your comments, please be sure to conpare your
proposed val ue for the physician work conponent for this service
to other simlar services with established physician work val ues.
Pl ease al so i nclude the reason why you believe the physician work
is simlar. At this tinme, we have received conments proposing no
physi ci an work val ues, proposing physician work values simlar to
that for the interpretation of an EKG (CPT code 93010--0.17 work
RVUs), proposing work values simlar to total body

pl et hysnography (CPT code 93720--0.17 work RVUs), and simlar to
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interpretation of cardiovascul ar stress test (CPT code
93018--0. 30 work RVUs).

We al so are proposing that the paynent for this procedure be
included in reporting critical care. Therefore, separate paynent
woul d not be nmade for this procedure when provided in conjunction
with critical care services (CPT codes 99291 and 99292).

l. G obal Period for Insertion, Renoval, and Repl acenent of
Pacemakers and Cardi overter Defibrillators

Currently, there is a 90-day global period in the physician
fee schedule for all CPT codes involving the insertion, renoval,
and repl acenment of pacemakers or cardioverter defibrillators.
During the gl obal surgical period, no separate paynent may be
made for any E/M service furnished by the surgeon, unless the
visit is: 1) unrelated to the diagnosis for which the surgica
procedure was perforned; 2) for treating the underlying
condition; or 3) an added course of treatnent that is not part of
normal recovery from surgery.

In these situations, the surgeon nust use CPT nodifier -24
that attests that the E/ M service provi ded, although perforned
during the postoperative period, was for a reason unrelated to
the original procedure. Services subnmitted with a -24 nodifier
nmust be sufficiently docunented to establish that the visit was

unrelated to the surgery. An ICD-9-CM code that clearly
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i ndi cates that the reason for the encounter was unrelated to the
surgery i s acceptabl e docunentati on.

Many patients receiving pacenakers or cardi overter
defibrillators have clinically serious cardi ac di seases (rel ated
to the reason for the procedure) that require significant
postoperative care. |In these cases, it is difficult to separate
care during the postoperative period for the related cardi ac
probl em(s) fromthe postoperative care for the pacenmaker or
cardi overter defibrillator procedure. As nedical practice has
changed, cardi ol ogi sts predom nantly perform pacenmaker or
cardi overter defibrillator procedures. Thus, the physician
perform ng the pacemaker or cardioverter defibrillator procedure
now is typically the sanme physician who is expected to furnish
care for the patient's related cardi ac di sease. Therefore, a
single physician is providing postoperative care for both the
pacenmaker or cardioverter defibrillator insertion and the rel ated
nmedi cal problen(s), but can be paid only for the insertion
because of the global period policy.

W believe it is common for patients undergoi ng pacenaker
and cardioverter defibrillator procedures to require significant
care for related cardi ac di sease during the postoperative period.
This care overlaps substantially with the care furnished for the
pacenmaker or cardioverter defibrillator procedure and may be

coded with the sanme |1 CD 9-CM di agnosi s code; therefore, using the
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-24 nodifier is inadequate to allow appropriate paynent for the
physi ci an perform ng both postoperative care and care for the
patient's other cardiac conditions.

We are proposing to change the gl obal period for CPT codes
33206, 33207, 33208, 33212, 33213, 33214, 33216, 33217, 33218,
33220, 33233, 33234, 33235, 33240, 33241, 33244, 33249, 33282,
and 33284 from 90 days to O days. This would permt separate
paynment for any care furnished during the postoperative period by
t he physician who perforned the pacemaker or cardioverter
defibrillator procedure.

We are soliciting coments on whether it is appropriate to
reduce the global period for these CPT codes. W are also
proposing to ask the RUC to revise the RVUs for these CPT codes.

I f RUC recommendati ons are not received in tine for our
consi deration for the CY 2001 physician fee schedule final rule,

we propose to inplenent interimwrk RVUs, as |isted bel ow

CPT Code 2000 Work RVUs Proposed Work RVUs
33206 6.67 3.11
33207 8. 04 3.30
33208 8.13 2. 64
33212 5.52 3.32
33213 6. 37 4,92
33214 7.75 4. 27
33216 5.39 3.21
33217 5.75 3.57
33218 5.44 3.26
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33220 5.52 2.90
33233 3.29 1.11
33234 7.82 5.64
33235 9. 40 4.58
33240 7.50 5.13
33241 3.24 1.51
33244 13.76 9. 85
33249 14. 23 11. 41
33282 4.17 2.83
33284 2.50 1.16

In calculating the proposed interimRVUs, we have subtracted
the work RVUs of all postoperative visits after the day of
surgery fromthe total work RVUs. W used our database to
cal cul ate the nunber of postoperative visits. Were our database
did not contain the nunber of postoperative visits, we
crosswal ked a nunber fromthe nost clinically simlar procedure.
We have included an exanple to illustrate the cal cul ati on.
Exanpl e:

For CPT code 33206, the 2000 work relative value is 6.67
units. The proposed work value is 3.11 (6.67 mnus 3.56). The
3.56 units represents the work based on the pattern of E/M

services in the global period.

E/ M Frequency Wor k Tot a
99213 1.5 . 67 1.00
99231 2.0 .64 1.28
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99238 1.0 1.28 1.28
Total E/ M Wbrk 3.56

We woul d al so adj ust practice expense inputs for supplies,
staff tinme, and equi pnent to account for the change in the gl oba
period. Because these would be 0-day gl obal services only priced
in the facility setting, there would be no direct CPEP inputs
associated with them The adjusted practice expense RVUs are
reflected in Addendum B.

We wel cone comments on our proposed cal culation of interim
RVUs and request that commenters reconmendi ng RVUs include the
net hodol ogy enpl oyed so that we can appropriately eval uate the
recommended RVUs. As an alternative to applying a 0-day gl oba
period as discussed above, we are interested in other suggestions
that m ght address the issue of assuring appropriate paynent for
t hese services (for exanple, adjusting the gl obal period to 10
days for these services). W invite public conmment on such
al ternatives.

J. Ant i gen Supply

Section 410.68(b), Antigens: Scope and conditions, provides
for beneficiaries to receive a supply of antigen for no nore than
12 weeks at one tine. A specialty society has indicated that
this imtation is not reflective of current industry standards

and gui delines (for exanple, duration of potency for allergy
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extracts has changed since the policy was inplenented.)
Therefore, we are proposing to change this limtation from 12
weeks to 12 nonths and woul d revise the regulations to reflect
this change. W are requesting comments on this proposal.
K. Low Intensity U trasound

In the Novenber 1999 (64 FR 59419) final rule, we assigned
RVUs to CPT code 20979, low intensity ultrasound stinulation to
aid bone healing. Comrenters expressed concern about the RVUs
assigned to this service. Because of the concerns raised by
comenters, and because CPT code 20979 is a noncovered service
under Medi care, we are proposing to renove the RVUs that were
assigned to this code at this tine. W nay reconsider this at a
future date.
L. I mpl antation of Ventricular Assist Devices

In the April 11, 2000 correction notice (65 FR 19332) to the
Novenber 1999 final rule, we inadvertently published practice
expense RVUs based on the work RVUs associated with a 90-day
gl obal period for CPT codes 33975 and 33976 (i nplantation of
ventricul ar assi st devices). However, in the sane notice, the
gl obal periods and associ ated work RVUs for CPT codes 33975 and
33976 were revised to reflect an "XXX" (the gl obal concept does
not apply). 1In calculating the practice expense RVUs, we

refl ected changes made in CPEP data that result from changes in
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the gl obal period. However, the practice expense RVUs are also a
function, in part, of the physician work RVUs. In calculating
the revised practice expense RVUs, we did not use the work RVUs
that reflected the global period change. Effective

January 1, 2001, we would revise the practice expense RVUs
associated with the these CPT codes to reflect the revision in

t he gl obal periods and work RVUs.

[11. O her |ssues

A I nconpl ete Medical Direction

Under current policy, nedical supervision by an
anest hesi ol ogi st occurs if the anesthesiologist is involved in
furni shing nore than four concurrent procedures or is performng
ot her services while directing fewer than four concurrent
procedures. Paynent is based on three base units plus one unit
for induction if the physician is present at induction.

Under current policy, nedical direction by an
anest hesi ol ogi st occurs if the anesthesiologist is involved in
two to four concurrent anesthesia procedures or a single
anest hesia procedure with a qualified anesthetist. For each
anest hesi a procedure, the anesthesiol ogi st nust--

e Performa pre-anesthesia exam nati on and eval uati on;

* Prescribe the anesthesia plan;
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e Personally participate in the nost demandi ng procedures
of the anesthesia plan, including emergence and i nduction;

e Ensure that any procedures in the anesthesia plan that he
or she does not performare perforned by a qualified anesthetist;

e DMnitor the course of anesthesia adm nistration at
frequent intervals;

* Remain physically present and available for imredi ate
di agnosi s and treatnment of emergencies; and

e Provide indicated post anesthesia care.

We currently do not have a national policy that instructs
the carriers how to pay for a service when the anesthesi ol ogi st
does not fulfill all the nedical direction requirenments. One
option carriers nay use is to instruct the anesthesiologist to
report this service as a reduced or unusual service and determn ne
appropriate paynment. W are considering clarifying this policy
and maki ng other revisions to the nedical supervision paynent
policy. W are considering the follow ng:

1. To specify that the physician furnishing nedica
supervi sion nust perform at a mninmm the preoperative
eval uation, participate in induction, renmain avail able for
consul tation, and provide a mninmm | evel of nonitoring.

2. To establish paynent for nedical supervision at
40 percent of the paynent anmount for the service perfornmed by the

physi ci an al one.
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3. To apply the proposed nedi cal supervision paynent
anmounts to i nconpletely nmedically-directed cases.

4. To limt the nunber of concurrent cases the physician
can supervise to five concurrent cases.

Paynment for medical supervision is paynent for the physician
service. |In addition, the certified registered nurse anestheti st
(CRNA) service furnished under nedical supervision is paid at 50
percent of the anount that would have been paid if the service
had been perfornmed by the physician al one.

W invite comments fromthe public, but in particular, the
physi ci ans and practitioners nost affected by this policy. W
are not proposing a change at this time, but will consider the
comments we receive should we devel op a future proposal
B. Paynment for Pul se Oxinetry Services

In the Novenber 1999 final rule (64 FR 59413), we indicated
that we woul d adopt our proposal to bundl e paynent for certain
di agnostic codes, including pulse oxinmetry CPT codes 94760 and
94761, into the paynent for other services. W believe that
continuing to pay separately for these codes duplicates anounts
included in both facility paynents and practice expense RVUs.
However, we did not address how we would treat situations when
t hese services are performed wi thout any other bill able service
and, thus, are not reflected in facility paynments or other

practice expense RVUs. W will continue to pay separately for
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t hese services (CPT codes 94760 and 94761) when they are

nedi cal |y necessary and there are no other services payabl e under
t he physician fee schedule billed on the sane date by the sane
supplier.

C. Qut pati ent Therapy Supervi sion

In the Novenber 1998 final rule (63 FR 58868), we stated
that we were maintaining our current requirenent that therapy
assistants of therapists in private practice (fornerly known as
t herapi sts in independent practice (PTIP)) nust be personally
supervi sed by the therapi st and be enpl oyed directly by the
t herapi st; enpl oyed by the partnership or group to which the
t her api st bel ongs; or enpl oyed by the sane practice. Persona
supervi sion requires that the therapist be in the same room
during the performance of the service. Levels of supervision are
defined at 8410.32 (Diagnostic X-ray tests, diagnostic
| aboratory, and other diagnostic tests: Conditions.)

The Novenber 1998 final rule did not change pre-existing
regul ati ons at 8410.60(c)(2) (Supervision of physical therapy
services) for therapy assistants in a private practice setting.
In that final rule, we codified the statutory requirenents for
coverage of outpatient occupational therapy services by
establ i shing 8410.59 (CQutpatient occupational therapy services:
Conditions). Section 410.59 parallels the requirenents in

8410. 60 for outpatient physical therapy, as revised in the
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Novenber 1998 final rule. W also nade conform ng changes in
8410.61 (Plan of treatnment requirenents for outpatient
rehabilitation services) to include occupational therapy.

The personal supervision requirenents for therapy assistants
and aides in a private practice setting are |ong-standing. The
out pati ent physical therapy benefit, enacted in 1972, applied to
PTIP (that is, individual therapists in independent practice in
their own offices). Services performed by enpl oyees of a PTIP
were covered if furnished under the direct personal supervision
of the PTIP. This requirenment was necessary to assure
beneficiary health and safety and quality of care.

In 1981, in response to the conference conmttee report
(H- R 96-1479) acconpanyi ng the Omi bus Reconciliation Act
of 1980 (Public Law 96-499), we revised our Medicare Carriers
Manual instructions (see section 2215F, HCFA Pub. 6). These
revised instructions stated that the services of enployees of a
PTIP who are not qualified physical therapists nmust be furnished
under the direct personal supervision of a supervising therapi st
who nust be the enployer or on the enployer's staff. Therefore,
a licensed physical therapist had to directly and personally
supervi se the services of assistants and aides. Thus, even
bef ore the Novenber 1998 final rule, the regulations and nanual s
clearly stated that the PTIP nust directly and personally

supervise all services for which he or she bills.
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As noted above, pre-existing supervision requirenents for
therapy assistants in a private practice setting were not
affected by the Novenber 1998 final rule. However, we received
comments fromthe therapy industry and other interested parties
who erroneously believed that we had either msinterpreted the
supervi si on requirenent or had established a new requirenent for
therapy assistants in the private practice setting.

These comments and the confusion possibly resulted fromthe
one revision in supervision requirenments made in the final rule.
This revision related not to therapy assistants, but to qualified
therapists in a private practice setting. As referenced in the
Novenber 1998 final rule (63 FR 58868), the Congress was
concerned about the requirenent for therapists in independent
practice to directly supervise all services performed by their
enpl oyees, even if those enpl oyees were fully-Iicensed
t herapists. The therapist in independent practice had to be on
the prem ses whenever services were furnished to Medicare
beneficiaries, including services furnished by a |icensed
therapist. Therefore, a therapist in independent practice could
not have nore than one office open at the sane tine because he or
she could not be on both prem ses at once. Congressiona
statenments in both the House and Senate comm ttee reports

associated with our fiscal year 1997 appropriations process
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addressed this issue. The House commttee report urged us to
nodi fy the regulations so that certified therapists need not be
on the prem ses to supervise other |licensed therapists. W were
al so urged by the Senate to review this concern and reconmend
changes in our regulations or instructions. To address this
concern expressed in both the 1997 House and Senate
Appropriations Conmittee reports, we revised the regul ations at
§410.59(c) (2) and §410.60(c)(2).

Accordingly, effective January 1, 1999, as specified in the
Novenber 1998 final rule, the revised regulations permt legally
aut hori zed (see 8410.59(c)(1)(i) and 8410.60(c)(1)(i)) therapists
who own the practice to be off the prem ses when other legally
aut hori zed therapists are present to furnish supervision for
t herapy assistants. These regulations also restated which
practitioners are qualified as therapists under section 1861(p)
of the Act. 1In accordance with the Novenber 1998 final rule, the
term "i ndependent” was renoved fromthe description of a
t herapi st in independent practice. Inits place, the term
"private" was added. The benefit is now described in terns of an
i ndi vi dual physical therapist or occupational therapist in
private practice.

This change did not affect the required degree of
supervi sion for physical therapist assistants. Assistants stil

nmust be personally supervised by the therapist in private
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practice and enployed directly by the therapist, by the
partnership, or group to which the therapist bel ongs.
D. Qut pati ent Therapy Caps

Section 221 of the BBRA placed a 2-year noratoriumon
Medi care Part B outpatient therapy caps (the $1500 cap on
out pati ent physical therapy services including speech | anguage-
pat hol ogy services and the $1500 cap on outpatient occupationa
t herapy services in all nonhospital settings). The two $1500
caps were inplenmented in 1999 as required by the BBA

The BBRA al so requires us to submt to the Congress a report
by January 1, 2001 that includes recommendations on -- (1) the
establ i shnment of a nmechani smfor assuring appropriate utilization
of outpatient therapy services; (2) the establishnent of an
alternative paynent policy for these services based on
cl assifications of individuals by diagnostic category, functiona
status, prior use of services (in both inpatient and outpatient
settings), and other criteria, in place of uniformdollar
limtations; and (3) howto do this in a budget-neutral mnner.

We are gathering information on alternatives or options that
we can use to achieve these objectives. W have received the
follow ng informal recommendations for |egislation:

e Institute a cap per diagnosis rather than per year.
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e Establish paynment based on patient groupings by prinmary
di agnosi s and average nunber of treatments, with options for
variants.

e Base paynent on an episode of occurrence of illness or
injury, with a cap anount adjusted to address geographic
di fferences in the cost of furnishing services.

e Develop a sustainable growth rate (SGR) for outpatient
t herapy services to control growmh in the volune of services.

The outpatient therapy cap was al so a topic of discussion at
the PPAC neeting in Decenber 1999. As a result of these
di scussi ons, the PPAC recommended continuation of the current
noratoriumw th focused nedical review, indicating that such a
review could | ead to the desired budget-neutral outcone.

W woul d |ike corments fromthe public on additiona
alternatives that we could consider in devel oping a paynent
policy for outpatient therapy services. W wll consider this
informati on as we prepare our report to the Congress on
out pati ent therapy services.

I'V. Five-Year Refinenment of Relative Value Units

Section 1848(c)(2)(B)(i) of the Act requires that we review
all RVUs for services in the physician fee schedule no | ess often
than every 5 years. The first 5-year review was undertaken as
part of the final rule published Decenber 1994 (59 FR 63140),

with the resulting changes effective for services furnished
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begi nni ng January 1, 1997. In the final rule published

Novenber 1999 (64 FR 59427), we included a discussion of the
first 5-year refinenent and outlined our plans for the second
5-year refinement of work RVUs. W also solicited conments on
potentially msvalued work RVUs as well as data sources and

nmet hodol ogi es to assist us in identifying m svalued services. W
recei ved conments from approxi mately 30 specialty groups,

organi zations, and individuals. Wile sonme of the conments were
on the proposed process, conments al so included requests for

eval uati ng over 900 codes.

As we had discussed in the Novenmber 1999 final rule, in
addition to performng internal review and analysis, we will be
sharing these cooments with the RUC, which currently makes
recommendations to us on the assignnent of RVUs to new and
revised CPT codes. The RUC s perspective will be hel pful because
of its experience in recomending RVUs for the codes that have
been added to the CPT, or revised by the CPT panel, since we
i npl enent ed the physician fee schedule in 1992. W enphasi ze,
however, as we reiterated for the first 5-year review, we have
the responsibility for analyzing the conments concerning the
5-year review and deciding whether to revise RVWUs. W are not
del egating this responsibility to the RUC or any ot her

or gani zati on.
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Current initiatives underway (see discussion that follows on
physician tinme) will assist us in our identification of m sval ued
codes. However, we will not be able to identify those codes that
we believe have m sval ued work RVUs before late in the year 2000
or early in the year 2001. W propose to performthe 5-year
review in two phases. The first phase will take place in CY 2000
wi th consideration of public coments. The second phase wil |
occur in CY 2001 when we use the contracted research to identify
m sval ued codes. W will work with the RUC and the nedi cal
community to mnimze work duplication. For exanple, we will ask
the RUC to defer action in CY 2000 on those codes that were
identified by public coments and that our research |ater
i ndi cates m ght be m svalued. Furthernore, to focus on each
phase of the review and prevent duplicative work, we propose to
concentrate on intraspecialty issues and anonmalies in CY 2000 and
consi der cross specialty m svaluations and issues in CY 2001.
This is because we believe that validation of tine across a w de
range of services will allow direct conparison of pre-, intra-,
and postservice work RVUs across specialties with the potentia
to identify a |l arge nunber of m svalued codes. Again, we wll
work closely with the nedical community to anal yze and interpret
the data as well as to organize the review in an efficient
manner .

Physi ci an Ti me Dat a
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We currently have initiatives underway to validate the
physician tinme data and identify potentially m svalued codes to
be considered during the 5-year review. A discussion of these
activities foll ows.

Under a contract with HCFA, Health Econonm cs Research (HER)
IS review ng secondary data sources to validate tinme estinates
for physicians' services. Physician tine estimtes are a factor
used in the calculation of the practice expense RVUs and one of
the primary determ nates of physician work. These secondary data
sources are as follows:

e The National Anbul atory Medical Care Survey (NAMS).

« D J. Sullivan Associ ates Hospital Data.

« M3VA Practice Cost Survey Data.

The NAMCS is a survey conducted by the Center for Di sease
Control that collects self-reported information on over 20,000
office visits annually including physician face-to-face tine
(called the duration of the visit). Various conparative
anal yses, both at the physician specialty |evel and for al
physi ci ans, can be made between projected E/M codes in the NAMCS
data and with the actual E/ M codes reported in the Medicare
Part B National Clains History. (E/ Mcodes are not captured in
the NAMCS data. However, a nethod is used to map the tine of the

physician visit to an appropriate E/Mcode. This represents the
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"projected” E/Mcode.) The analysis was perforned on the 1997
NAMCS.
The D.J. Sullivan database groups approxi mately 495, 000
i npatient and outpatient records into 177 small clinically
simlar classes. The database captures information fromthe
hospital record such as the procedure, time the patient enters
the operating room tinme of incision, tinme of wound closure, and
time the patient exits the operating room Data are presented
for all hospitals and for all hospitals by categories: comunity
hospi tal s, teaching hospitals, and university-based hospitals.
HER i s anal yzing a sanple of the D.J. Sullivan database to
determ ne whether it can be used for validating skin-to-skin tine
for selected surgical procedures. The selected procedures are
hi gh vol une procedures or procedures on the RUC nmultispecialty
l'ist.

The MAVA Physician Profiling Database contains infornmation
at the physician practice |level on the nunber of services by CPT
code, physician specialty, and clinical work week. The database
contains information on al nost 4,000 physicians, primrily from
Fl ori da, M nnesota, New York, and Washington. Analysis wl
focus on conparing expected clinical tines based on current tine
estimates attributable to CPT codes to total practice hours
wor ked.

V. Col l ection of Information Requirenents
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Thi s docunment does not inpose information collection and
recor dkeepi ng requirenents. Consequently, it need not be
reviewed by the O fice of Managenent and Budget under the
authority of the Paperwork Reduction Act of 1995.

VI. Response to Conments

Because of the |arge nunber of itenms of correspondence we
normal |y receive on Federal Register docunents published for
comment, we are not able to acknow edge or respond to them
individually. We will consider all coments we receive by the
date and tinme specified in the "DATES" section of this preanble,
and we will respond to the najor comments in the final rule.

VII. Regulatory Inpact Analysis

We have exam ned the inpacts of this proposed rule as
requi red by Executive Order of 1993 (EO 12866, the Unfunded
Mandat es Reform Act of 1995 (EO 12875 (UMRA) (Public Law 104-4),
the Regulatory Flexibility Act of 1980 (RFA) (Public Law 96-354)
and the Federal i sm Executive Order of 1999 (EO 13132.

EO 12866 directs agencies to assess costs and benefits of
avai |l abl e regul atory alternatives and, when regulation is
necessary, to select regulatory approaches that naxi m ze net
benefits (including potential econom c, environnental, public
health and safety effects, distributive inpacts, and equity). A

regul atory inpact analysis (RIA) nust be prepared for major rules
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with economcally significant effects ($100 mllion or nore
annual ly). Wile the changes in the Medicare physician fee
schedul e are for the nost part, budget neutral, they do involve
redi stribution of Medicare spendi ng anong procedures and
physi ci an specialties and geographic areas. However, the
redistributive effect of this rule on any particul ar specialty or
geographic area is, in our estinmate, unlikely to exceed
$100 million. The effect of the practice expense changes are
estimated to i ncrease paynents to one specialty by about
$90 million and decrease paynments to another specialty by
approxi mately $45 mllion. Al other physician specialties wll
be affected by | ess than these anounts. The GPCl changes are
expected to increase paynents by less than $10 million in one
| ocality and decrease paynents by about $20 million in another
locality. The effect on all other paynent localities are likely
to be I ess than these anounts. Since we estimate that these
changes are unlikely to redistribute nore than $100 mllion in
Medi care all owed charges, we are not considering this proposed
rule to be a mgjor rule. However, we will reconsider this
decision for the final rule if our estimates based on new data
exceed $100 mllion.

The UMRA al so requires (in section 202) that agencies
prepare an assessnent of anticipated costs and benefits before

devel oping any rule that may result in expenditure in any one
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year by State, local, or tribal governnments, in the aggregate, or
by the private sector, of $100 million or nore. W have
determined that this proposed rule will have no consequentia
effect on State, local, or tribal governnents. W believe the
private sector cost of this rule falls bel ow the above stated
threshold as well.

The RFA requires that we anal yze regul atory options for
smal | busi nesses and other small entities. W prepare a
Regul atory Flexibility Analysis unless we certify that a rule
woul d not have a significant econom c inpact on a substantia
nunber of small entities. The analysis nust include a
justification of why action is being taken, the kinds and nunber
of small entities the rule affects, and an expl anation of any
meani ngful options that achi eve the objectives and | essen
significant adverse econonm c inpact on the small entities.

In addition, section 1102(b) of the Act requires us to
prepare a regulatory inpact analysis if a rule my have a
significant inpact on the operations of a substantial nunber of
small rural hospitals. This analysis nmust conformto the
provi sions of section 603 of the RFA. For purposes of section
1102(b) of the Act, we define a small rural hospital as a
hospital that is |ocated outside of a Metropolitan Statistica

Area and has fewer than 50 beds.
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For purposes of the RFA, all physicians are considered to be
small entities. There are about 700,000 physicians and ot her
practitioners who receive Medi care paynent under the physician
fee schedule. W have prepared the follow ng anal ysis, which,
together with the rest of this preanble, neets all four
assessnment requirenents. It explains the rationale for and
pur pose of the rule, details the costs and benefits of the rule,
anal yzes alternatives, and presents the neasures we considered to
m nimze the burden on small entities.
A Resour ce- Based Practice Expense Rel ative Value Units

Revi sions in resource-based practice expense RVUs for
physi ci ans' services are cal cul ated to be budget neutral, that
is, the total practice expense RVUs for cal endar year 2001 are
calculated to be the sane as the total practice expense RVUs that
we estimate woul d have occurred w thout the changes proposed in
this regulation. This also neans that increases in practice
expense RVUs for sonme services will necessarily be offset by
correspondi ng decreases in values for other services.

Table 1 shows the inpact on total allowed charges by
specialty of this proposed rule's practice expense changes.
There are six changes that we nade that have on effect on paynent
for practice expenses. W show the inpact of each individua

provi sion and the conbined i npact on the practice expense RVUs.
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Table 1 -- Inpact of Specific Practice Expense Changes on Tot al
Al | oned Charges by Specialty
Al'l owed |Cli nical | Overhead | " St andby M dl evel New SMS
Specialty Charges| Staff Equi pnent [Equi pment | Practitioners Dat a O her | Total

ANESTHESI OLOGY 1.5 0% - 0% 0% -19 0% - 0% -19
CARDI AC SURGERY 0.3 -0 0 -0 -1 -2 0 -3
CARDI OLOGY 3.9 -0 -0 0 0 -0 -0 -0
CLI NI CS 1.5 -0 0 -0 0 0 -0 0
DERMATOLOGY 1.3 -0 1 -1 0 -0 0 -0
EMERGENCY MEDI Cl NE 0.9 0 -0 0 0 -0 0 0
FAM LY PRACTI CE 3.2 -0 0 -0 0 -0 -0 -0
GASTROENTEROLOGY 1.1 2 -0 -0 0 0 0 2
GENERAL PRACTI CE 1.0 -0 0 -0 0 0 -0 0
GENERAL SURGERY 1.9 0 0 -0 -0 -0 -0 -1
HEMATOLOGY ONCOLOGY 0.6 -0 -0 -0 0 -0 -0 -1
| NTERNAL MEDI ClI NE 6.7 -0 -0 -0 0 -0 -0 -0
NEPHROLOGY 0.9 0 0 0 0 1 0 2
NEUROLOGY 0.8 -0 -1 -0 0 0 0 -0
NEURGCSURGERY 0.3 -0 -0 -0 -0 -1 0 -1
OBSTETRI CS/ GYNECOLOGY 0.4 -0 -1 -0 0 -0 0 -1
OPHTHAL MOLOGY 3.7 -0 0 0 0 -2 0 -1
ORTHOPEDI C SURGERY 2.2 -0 0 -0 -0 0 -0 -0
OTHER PHYSI Cl AN 1.3 -0 -0 -0 0 1 -0 1
OTOLARYNGOLOGY 0.6 -0 -0 -0 0 -1 -0 -1
PATHOLOGY 0.6 0 -1 1 0 -2 1 -1
PLASTI C SURGERY 0.2 -0 0 -0 0 0 -0 0
PSYCHI ATRY 1.1 0 0 -0 0 -1 -0 -1
PUL MONARY 1.0 0 -0 -0 0 -0 -0 -0
RADI ATI ON ONCOLOGY 0.6 0 -0 0 0 0 0 1
RADI OLOGY 2.9 0 -0 0 0 3 -0 3
RHEUMATOLOGY 0.3 -0 -0 -0 0 0 -0 -1
THORACI C SURGERY 0.5 -0 0 -0 -1 -1 -0 -2
UROLOGY 1.3 -0 0 -0 0 -0 -0 -0
VASCULAR SURGERY 0.3 -0 -0 -0 -0 -0 -0 -1
OTHERS:

CHI ROPRACTOR 0.4 0 -0 -0 1 1 -0 1

NONPHYSI Cl AN

PRACTI TI ONER 0.9 -0 0 0 0 3 -0 4

OPTOMETRI ST 0.5 -0 0 0 0 -2 0 -2

PODI ATRY 1.1 -0 0 -0 0 -0 0 0

SUPPLI ERS 0.5 0 -3 2 0 -1 0 -1
Note: Total may not add due to
roundi ng.

The colum |l abeled "Clinical Staff" refers to the proposal

di scussed earlier with respect to clinical

staff tinmes and O-day
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gl obal surgical services. As we indicated, clinical staff tines
for pre- and postsurgical services provided in the office were
reinstated to the estinates of practice expense inputs for
i ndi vi dual procedures. This change has nearly a 2.0 percent
i ncrease in paynents for gastroenterol ogy and small positive or
negative inpacts for all other specialties. The negative inpacts
on sone specialties offset the positive inpact for other
specialties.

The colum | abel ed "Over head Equi pnent" refers to the
provi sion described earlier to renove the distinction between
procedure specific and overhead equipnment. As we indicated, this
change is largely designed to sinplify the refinenent process and
renove a distinction that was nore rel evant under the "bottom up"
rat her than the "top-down" nethodol ogy for determning the
practi ce expense RVUs. This proposal has sone snmall inpacts on a
few specialties.

The colum | abel ed "Standby Equi pnent” refers to our
proposal to renove certain types of equipnment from equi prment
i nputs that are used to val ue individual procedure codes. These
types of equipnment are not typically used with any individua
service, but are on "standby" or used for multiple services at
the sane tine. This proposal also has sone snmall inpact on

paynments to a few specialties.
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The colum | abeled "M dl evel Practitioners” refers to the
provi sion we described earlier to renove utilization data
associated with the provision of services by m dlevel
practitioners that are paid a percentage of the physician fee
schedul e anpbunt. This change to the nodel would nean that we
woul d no | onger create separate practice expense pools for
m dl evel practitioners. It would al so nmean that
specialty-specific practice expense RVUs for m dlevel
practitioners determ ned after the scaling factor adjustnents are
made woul d no | onger be used in the weight averaging step.

The greater the extent that allowed services for mdlevel
practitioners represent a higher proportion of the total nunber
of allowed services for a given code, the nore |ikely this change
wi |l have an inpact on the practice expense RVU for the service.
In sone cases, this change would nean that we are no | onger
wei ght averagi ng specialty-specific practice expense RVUs that
are higher in value than the RVUs determ ned for the renaining
physi ci an specialties. This would cause the practice expense
value for the service to decline in value fromwhat would result
fromincluding higher specialty-specific practice expense RVUs
for the mdlevel practitioner. 1In general, the inpact of this
provi sion would be small for nobst specialties. The inpact on

specialty | evel paynents are nore |ikely for specialties that
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frequently performservices in conjunction with mdlevel
practitioners.

The colum | abel ed "New SMS Data" refers to our proposal to
recal cul ate the practice expense per hour data based on data from
the 1995 through 1998 SMs. (W refer to the SMS based on its
publication year. The practice expense data is actually from
surveys perforned the year prior to publication. For exanple,
the 1998 SMS includes 1997 cost data.) As indicated in the
tabl e, this change woul d have an inpact on specialty |evel
paynments. These changes in paynent would be in the sane
direction as relative changes in the practice expense per hour.
That is, an increase in practice expense per hour for a specialty
relative to other specialties would result in increased paynents
for that specialty. For cardiac and thoracic surgery, there is
an additional factor influencing the inpact. As we indicated in
t he Novenber 1999 final rule (64 FR 59391), we wei ght averaged
1998 SMS data from an oversanple for cardiac and thoracic surgery
with data fromthe 1996 and 1997 SM5. At that tine, we did not
use data fromthe 1995 SM5 in determ ning the practice expense
per hour. Since we are using 1995 through 1998 SMS data for al
ot her physician specialties, we recal culated the practice expense
per hour for cardiac and thoracic surgery using data fromthe
1995 through 1998 SMS. In addition, we are continuing to use

1998 SMS data fromthe oversanple in this cal cul ation.
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The total inpact columm shows the product of each individua

provi sion for the years 2001 and 2002 relative to continuing with

our current policy. The figures may not add due to roundi ng.

Table 2 shows the total inpact over the 2001 and 2002 period of

t hese changes and the 2001 inpact. The difference between the

two columms reflects the effect of the transition to fully

i npl enmented practice expense RVUs. That is, the inpact in the

2001 colum will reflect 75 percent of the inpact on the fully

i npl enented RVUs. These inpacts are in addition to the inpacts

announced in previous rules related to the adoption of resource-

based practice relative value units.
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Table 2 -- Inpact of Practice Expense Changes Transition and
2001- 2002 | npact
Al | owed Year 2001

Specialty Char ges | npact 2001- 2002 I npact
ANESTHESI OLOGY 1.5 - 19 - 1%
CARDI AC SURGERY 0.3 -2 -3
CARDI OLOGY 3.9 -0 -0
CLI NI CS 1.5 0 0
DERMATOL OGY 1.3 -0 -0
EMERGENCY MEDI Cl NE 0.8 0 0
FAM LY PRACTI CE 3.2 -0 -0
GASTROENTEROLOGY 1.1 2 2
GENERAL PRACTI CE 1.0 0 0
GENERAL SURGERY 1.9 -0 -1
HEMATOLOGY ONCOLOGY 0.6 -0 -1
| NTERNAL MEDI Cl NE 6.7 -0 -0
NEPHROL OGY 0.9 1 2
NEUROL OGY 0.8 -0 -0
NEUROSURGERY 0.3 -1 -1
OBSTETRI CS/ GYNECOL OGY 0.4 -1 -1
OPHTHAL MOLOGY 3.8 -1 -1
ORTHOPEDI C SURGERY 2.2 -0 -0
OTHER PHYSI Cl AN 1.3 0 1
OTOLARYNGOL OGY 0.6 -1 -1
PATHOL OGY 0.6 -0 -1
PLASTI C SURGERY 0.2 0 0
PSYCHI ATRY 1.1 -0 -1
PUL MONARY 1.0 -0 -0
RADI ATI ON ONCOLOGY 0.6 1 1
RADI OLOGY 2.9 2 3
RHEUMATOL OGY 0.3 -1 -1
THORACI C SURGERY 0.5 -2 -2
UROLOGY 1.3 -0 -0
VASCULAR SURGERY 0.3 -1 -1
OTHERS

CHI ROPRACTOR 0.4 1 1

NONPHYSI CI AN PRACTI TI ONER 0.9 3 4

OPTOMETRI ST 0.5 -1 -2

PODI ATRY 1.1 0 0

SUPPLI ERS 0.5 -1 -1

Tabl e 3 shows the inpact on paynents for sel ected high

vol une procedures of al

of the practice expense changes
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previously discussed. This table isolates the inpact of the
practi ce expense changes only on paynents. It does not show what
actual paynents for these procedures will be in 2001 because the
paynment cal cul ati ons do not include the effect of the transition
or the inpact of the physician fee schedul e update which is

unknown at this tine.
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Table 3 -- Total Paynment for Sel ected Procedures

Old New Percent |Old New Percent
Code [Mod |Description Non-facility |Non-facility 1Change |Facility Facility Change
11721 Debride nail, 6 or more 39.542796 39.908933 0.009 [28.924823 |28.924823 |0
17000 Destroy benign/premal lesion 60.046468 58.948057| -1.8293|32.586193 [32.586193 |0
27130 Total hip replacement NA NA NA [1448.0718 |1435.9893 ([-0.834
27236 Treat thigh fracture NA NA NA [1082.6671 |1079.3719 [-0.304
27244 Treat thigh fracture NA NA NA[1098.411 [1097.3126 ([-0.1
27447 Total knee replacement NA NA NA [1518.3701 |1505.5553 [-0.844
33533 CABG, arterial, single NA NA NA |1853.7516 |1803.957 [-2.686
35301 Rechanneling of artery NA NA NA [1126.2374 |1112.3242 [-1.235
43239 Upper Gl endoscopy, hiopsy 250.071571 288.149819| 15.2269(142.06116 |152.31299 |7.2165
45385 Lesion removal colonoscopy 465.726264 | 482.934703| 3.69497|278.63026 |291.44505 [4.5992
66821 After cataract laser surgery 203.938309 208.69809| 2.33393[177.94258 |185.63146 |4.321
66984 Remove cataract/insert lens NA NA NA [665.27093 |665.27093 |0
67210 Treatment of retinal lesion 603.027639 602.661502 -0.061|551.03619 |550.67005 |-0.07
71010 |26 Chest x-ray 8.787288 9.153425| 4.16667|8.787288 |9.153425  |4.1667
71020 Chest x-ray 34.416878 35.149152| 2.12766 |NA NA NA
71020 |26 Chest x-ray 10.617973 11.350247| 6.89655|10.617973 [11.350247 |6.8966
77430 Weekly radiation therapy 189.292829 | 190.757377| 0.77369|189.29283 |190.75738 [0.7737
78465 Heart image (3d), multiple 528.335691 | 533.461609 0.9702 [NA NA NA
88305 Tissue exam by pathologist 82.014688 87.140606 6.25 |NA NA NA
88305 |26 Tissue exam by pathologist 41.007344 40.641207 | -0.8929(41.007344 |40.641207 [-0.893
90801 Psy dx interview 146.088663 | 144.990252| -0.7519|138.76592 |138.39979 [-0.264
90806 Psytx, off, 45-50 min 98.124716 97.392442| -0.7463|94.097209 |93.731072 |-0.389
90807 Psytx, off, 45-50 min w/e&m 103.982908 | 103.250634 | -0.7042|99.589264 |99.223127 [-0.368
90862 Medication management 51.625317 50.893043| -1.4184|47.231673 [46.865536 |-0.775
90921 ESRD related services, month 259.95727| 260.689544| 0.28169|259.95727 |260.68954 [0.2817
90935 Hemodialysis, one evaluation NA NA NA [62.24329 |74.325811 [19.412
92004 Eye exam, new patient 123.022032| 116.797703| -5.0595|87.140606 |86.774469 [-0.42
92012 Eye exam established pat 63.707838 64.440112| 1.1494336.6137 36.247563 (-1
92014 Eye exam & treatment 90.435839 91.53425| 1.21457(58.948057 [58.58192 -0.621
92980 Insert intracoronary stent NA NA NA |809.52891 |809.89504 |0.045
92982 Coronary artery dilation NA NA NA |608.15356 |608.88583 [0.1204
93000 Electrocardiogram, complete 26.361864 26.361864 0|NA NA NA
93010 Electrocardiogram report 8.787288 9.153425| 4.16667|8.787288 [9.153425 [4.1667
93015 Cardiovascular stress test 105.081319 105.447456 | 0.34843 |NA NA NA
93307 Echo exam of heart 199.910802 | 200.643076 0.3663 |NA NA NA
93307 |26 Echo exam of heart 50.160769 50.160769 0/50.160769 |50.160769 [0
93510 |26 Left heart catheterization 232.130858| 232.130858 0[232.13086 |232.13086 |0
98941 Chiropractic manipulation 34.783015 35.515289 | 2.1052630.389371 [30.755508 |1.2048
99202 Office/outpatient visit, new 72.495126 69.932167| -3.5354(45.400988 |45.400988 |0
99203 Office/outpatient visit, new 101.786086 98.490853| -3.2374|68.833756 |68.833756 |0
99204 Office/outpatient visit, new 144.257978 139.13206| -3.5533]101.78609 [102.15222 |0.3597
99205 Office/outpatient visit, new 177.942582| 170.619842| -4.1152|134.37228 |134.73842 [0.2725
99211 Office/outpatient visit, est 25.62959 26.728001| 4.28571(9.153425 |9.153425 |0
99212 Office/outpatient visit, est 38.810522 39.176659 0.9434|23.066631 |23.066631 |0
99213 Office/outpatient visit, est 51.625317 51.991454| 0.70922|33.684604 |34.050741 |1.087
99214 Office/outpatient visit, est 80.55014 76.88877| -4.5455)55.652824 [56.018961 |0.6579




HCFA- 1120- P 139
Old New Percent |Old New Percent
Code [Mod |Description Non-facility |Non-facility 1Change |Facility Facility Change
99215 Office/outpatient visit, est 114.967018| 112.037922| -2.5478]89.703565 |89.703565 |0
99221 Initial hospital care NA NA NA |65.172386 |65.538523 [0.5618
99222 Initial hospital care NA NA NA [108.01042 |108.37655 [0.339
99223 Initial hospital care NA NA NA [149.3839 [149.75003 [0.2451
99231 Subsequent hospital care NA NA NA |32.586193 [32.586193 [0
99232 Subsequent hospital care NA NA NA |53.456002 |[53.456002 ([0
99233 Subsequent hospital care NA NA NA |75.790359 |76.156496 [0.4831
99236 Observ/hosp same date NA NA NA |212.35946 |[212.7256 [0.1724
99238 Hospital discharge day NA NA NA |64.073975 |64.073975 |0
99239 Hospital discharge day NA NA NA |87.140606 |87.506743 [0.4202
99241 Office consultation 61.877153 58.58192| -5.3254[33.684604 [34.050741 |1.087
99242 Office consultation 101.419949 96.660168 | -4.6931|67.003071 |67.369208 [0.5464
99243 Office consultation 128.14795| 121.191347| -5.4286|89.337428 [89.703565 [0.4098
99244 Office consultation 175.74576 169.155294 -3.75[131.44318 [132.17546 |[0.5571
99245 Office consultation 221.879022| 216.386967| -2.4752|175.37962 |[176.47803 |0.6263
99251 Initial inpatient consult NA NA NA |36.979837 |[36.979837 |0
99252 Initial inpatient consult NA NA NA |71.396715 |[71.396715 |0
99253 Initial inpatient consult NA NA NA [97.026305 [97.026305 [0
99254 Initial inpatient consult NA NA NA [138.03365 [138.39979 [0.2653
99255 Initial inpatient consult NA NA NA |188.92669 |189.65897 [0.3876
99261 Follow-up inpatient consult NA NA NA |23.432768 |23.432768 |0
99262 Follow-up inpatient consult NA NA NA [45.400988 [45.400988 [0
99263 Follow-up inpatient consult NA NA NA |66.270797 |66.270797 |[O
99282 Emergency dept visit NA NA NA |26.361864 |[26.361864 (O
99283 Emergency dept visit NA NA NA |58.215783 |[58.215783 [0
99284 Emergency dept visit NA NA NA [90.801976 [91.168113 [0.4032
99285 Emergency dept visit NA NA NA [140.96275 [141.32888 [0.2597
99291 Critical care, first hour 185.631459| 185.997596| 0.19724|177.21031 |177.94258 |0.4132
99292 Critical care, addl 30 min 94.829483 94.829483 0[87.87288 [88.239017 [0.4167
99301 Nursing facility care NA NA NA |59.680331 [59.680331 [0
99302 Nursing facility care NA NA NA |79.817866 |80.184003 [0.4587
99303 Nursing facility care NA NA NA [99.589264 [99.955401 [0.3676
99311 Nursing fac care, subseq NA NA NA [30.023234 [30.023234 |0
99312 Nursing fac care, subseq NA NA NA [49.428495 [49.428495 |0
99313 Nursing fac care, subseq NA NA NA |70.298304 |70.664441 [0.5208
99348 Home visit, est patient 72.128989 71.762852| -0.5076|66.270797 |66.270797 (O
99350 Home visit, est patient 162.564828| 162.198691| -0.2252|153.04527 |153.4114 |0.2392

B. Geographic Practice Cost |Index Changes

Section 1848(e)(1)(A) of the Act requires that paynents
under the Medicare physician fee schedul e vary anong paynent
areas only to the extent that area costs vary as reflected by the
in the three

area GPCls. The GPCls neasure area cost differences
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conmponents of the physician fee schedul e: physician work,
practi ce expenses (enployee wages, rent, nedical supplies, and
equi pnent), and nal practice insurance. Section 1848(e)(1)(C) of
the Act requires that the GPCls be reviewed and, if necessary,
revised at |east every 3 years. The first GPCl revision was

i npl enmented in 1995. The second revision was inplenented

in 1998, and the next revision will be inplenented in 2001.
Section 1848(e)(1)(C) of the Act also requires that the GPCl

revi sions be phased in equally over a 2-year period if nore than
one year has el apsed since the |ast adjustnent.

An estimate of the overall effects of proposed GPClI changes
on fee schedul e area paynents can be denonstrated by a conparison
of area geographic adjustnent factors (GAFs). The GAFs are a
wei ght ed conposite of each area's work, practice expense, and
mal practi ce expense GPCls using the national GPCl cost share
wei ghts. Wile not actually used in conputing the fee schedul e
paynment for a specific service, the GAFs are useful in conparing
overal | area costs and paynents. The actual effect on paynent
for any actual service will deviate fromthe GAF to the extent
that the service's proportions of work, practice expense, and
mal practi ce expense RVUs differ fromthose of the GAF.
Addendum H shows the estinmated effects of the proposed GPCls on

area GAFs in descending order.
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Only 14 of the 89 fee schedul e areas woul d change by at
| east 2 percent. Only 16 areas would change by from1l to 1.9
percent. The remaining 59 areas are estinmated to experience
paynment changes of |ess than 1 percent under the proposed
changes. These are very mnor changes that woul d be expected in
that we are revising only the rent indices, conprising 11.6
percent of the total GPCl, and the nal practice expense indices,
conprising 3.2 percent of the GPCI. Thus, only about 15 percent
of the GPCl woul d be subject to change. The effects in the
transition year 2001, would only be one-half of these anounts as
the proposed revised GPCls woul d be phased in over a 2-year
period as required by |aw
C. Resour ce- Based Mal practice Relative Value Units

As indicated earlier, we are currently exam ning the nore
recent mal practice data. The mal practice RVUs in the fall fina
rule will reflect the newer data and the refinenents made as a
result of coments made on | ast year’s rules.

While we anticipate there would be little inpact, this would
be fully discussed in the final rule.
D. Critical Care Relative Value Units

As we explained earlier in the preanble in the Novenber 1999
final rule, we established interimwork RVUs for 2000 for CPT

codes 99291 and 99292 (critical care services). These RVUs were
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decreased due to concerns about changes in the CPT definition for
these services. In this proposed rule, based on changes the
Panel is making to the definition for critical care for CY 2001,
we are proposing to increase the work RVUs for critical care
services and val ue the physician work at 4.0 RVUs for CPT code
99291 and 2.0 RVUs for CPT code 99292. Any inpact of this
proposal woul d be incorporated in the physician fee budget
neutrality cal cul ation.
E. Care Pl an Oversi ght

We are proposing to establish two new HCPCS codes for care
pl an oversight that are consistent with our coverage criteria.
W woul d al so establish two new HCPCS codes to describe the
services involved in physician certification or recertification
and devel opnment of a plan of care for a patient for whomthe
physi ci an has prescri bed Medi care-covered hone health services.

We are assum ng there would be no additional cost or savings
as a result of the two new HCPCS codes for care plan oversight.
W are nerely instituting these codes for consistency with our
coverage criteria, and they would be used in place of the CPT
codes when these services are provided.

For the new HCPCS codes for physician certification or
recertification and devel opnent of a plan of care, the paynent
for these services is currently included in the paynent for a

vari ety of services such as EfMthat are provided i ndependentl|y
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to patients as part of a global surgical service. Under this
proposal, we would instead pay separately. Since we are
proposi ng to pay separately for a service that is currently
i ncluded in our paynment for other services, this proposal would
i ncrease Medi care expenditures for physicians' services wthout
an adjustnment to the physician fee schedule CF. For this reason,
we are proposing to adjust the physician fee schedule CF to
ensure that Medicare paynents for physicians' services do not
increase as a result of this proposal.
F. Observation Care Codes

Qur proposal is budget-neutral. W believe physicians have
not been billing for the discharge conponent of a hospital or
observation stay of |ess than 24 hours so those physicians woul d
be seeing an increase in paynent. However, physicians who have
been billing 99234 to 99236 and physici ans who have been billing
99238 or 99217 for stays less than 24 hours in length (for
exanpl e, where the patient was in the hospital at the tine of the
m dni ght census) woul d see a small reduction in paynent. This
policy clarification will give clear guidance to physicians and
Medi care contractors in review ng nmedical records and woul d
assure consi stent paynment across contractors.

G Ccul ar Phot odynami ¢ Therapy and O her Opht hal nol ogi ca

Treat nents
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As previously stated, we woul d establish national HCPCS
codes and paynent anmounts for ocul ar photodynam c therapy. If we
di d not establish national codes and pricing for this procedure,
carriers that determned that this procedure is covered woul d use

unlisted codes and determne pricing locally. There will be no
budget effects associated with establishing national codes and
paynment anounts for this service since national pricing would
substitute for use of unlisted codes and carrier pricing.
H. El ectrical Bi oi npedance

As stated earlier, we are establishing a national paynent
amount for electrical bioinpedance. This change will have little
i npact on the Medicare programcosts. It establishes nationa
pricing anounts for a service currently priced by carriers.
l. G obal Period for Insertion, Renpval, and Repl acenent of
Pacemakers and Cardi overter Defibrillators

We are proposing to change the gl obal period for certain CPT
codes involving the insertion, renoval, and replacenent of
pacenmakers and cardi overter defibrillators from90 days to O
days. We would also inplenment interimRVUs to account for the
change in the global period from90 to 0O days. Since we are
maki ng RVU adjustnments to accommobdat e the change in gl oba
period, we do not anticipate any costs or savings. There is no

redi stributive inpact of this proposal since it only effects
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physi ci ans that insert, renove or replace pacenakers or
cardi overter defibrillators.
J. Antigen Supply

Qur proposal to change froma 12-week to a 12-nonth supply
of antigen could benefit beneficiaries since they could obtain a
year's supply of nedication in a single visit. W anticipate
that this proposed change woul d have no i npact on program costs.
There is no redistributive inpact of this proposal since it only
aggregates four prescriptions into one and the cost to the
beneficiary remains the sane.

O her issues nentioned in the preanble are nerely
di scussions or clarifications and, therefore, have no budgetary
I mpact .
Budget-Neutral ity

Each year since the fee schedul e has been inpl enented, our
actuari es have determ ned any adjustnents needed to neet the
budget-neutrality requirenment of the statute. A conponent of the
actuarial determ nation of budget-neutrality involves estinating
the i npact of changes in the volune-and-intensity of physicians
services provided to Medicare beneficiaries as a result of the
proposed changes. Consistent with the provision in the
Novenber 1998 final rule, the actuaries would use a nodel that

assumes a 30 percent volune-and-intensity response to price
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reducti ons.
| npact on Beneficiaries

Al t hough changes in physicians' paynents when the physician
fee schedule was inplenented in 1992 were |arge, we detected no
problenms with beneficiary access to care. Furthernore, since
begi nning our transition to a resource-based practice expense
systemin 1999, we have not found that there are problens with
beneficiary access to care.
VI1l. Federalism

We have reviewed this proposed rule under the threshold
criteria of EO 13132, Federalism and we have determ ned that the
proposed rul e does not significantly affect the rights, roles,

and responsibilities of States.
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Li st of Subjects
42 CFR Part 410

Health facilities, Health professions, Kidney diseases,
Laboratories, Medicare, Rural areas, X-rays.
42 CFR Part 414

Adm ni strative practice and procedure, Health facilities,
Heal t h prof essions, Kidney diseases, Mdicare, Reporting and

recor dkeepi ng requi renents, Rural areas, X-rays.
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For the reasons set forth in the preanble, HCFA proposes to
amend 42 CFR chapter |1V as foll ows:
Part 410-- SUPPLEMENTARY MEDI CAL | NSURANCE (SM ) BENEFI TS

1. The authority citation for part 410 continues to read
as foll ows:

Aut hority: Secs. 1102, and 1871 of the Social Security Act
(42 U.S.C. 1302 and 1395hh).

2. In 8410.68, republish the introductory text and revise
the introductory text for paragraph (b) to read as foll ows:
8410. 68 Antigens: Scope and conditions.

Medi care Part B pays for--

* * * * *

(b) A supply of antigen sufficient for not nore than

12 nonths that is--
* * * * *
PART 414-- PAYMENT FOR PART B MEDI CAL AND OTHER HEALTH SERVI CES
1. The authority citation for part 414 continues to read
as foll ows:
Aut hority: Secs. 1102, 1871, and 1881(b)(1) of the Soci al
Security Act (42 U. S.C 1302, 1395(hh), and 1395rr(b)(1).
2. Revise 8414.22(b)(5)(i) to read as foll ows:

8414.22 Relative value units (RVUs).

* * * * *
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(b) * * *

(5) * * *

(i) Usually there are two | evels of practice expense RVUs
that correspond to each code.

(A) Facility practice expense RVUs. The lower facility
practice expense RVUs apply to services furnished to patients in
the hospital, skilled nursing facility, comunity nental health
center, or in an anbulatory surgical center when the physician
perfornms procedures on the ASC approved procedures list. (The
facility practice expense RVUs for a particular code may not be
greater than the non-facility RVUs for the code.)

(B) Non-facility practice expense RVUs. The higher
non-facility practice expense RVUs apply to services performed in
the followi ng settings: a physician's office, a patient's hone,
an ASC if the physician is performng a procedure not on the ASC
approved procedures list, a nursing facility, or a facility or
institution other than a hospital or skilled nursing facility.

(C) Qutpatient therapy services. CQutpatient therapy
services billed under the physician fee schedule are paid using

the non-facility practice expense RVU conponent.

* * * * *
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(Catal og of Federal Donestic Assistance Program No. 93. 778,

Medi cal Assi stance Program

(Catal og of Federal Donestic Assistance Program No. 93. 773,

Medi car e-- Hospital Insurance; and Program No. 93.774,

Medi car e- - Suppl enent ary Medi cal | nsurance Progran)

Dat ed:
Nancy- Ann M n DeParl e
Adm ni strator, Health Care Financing
Adnm ni stration.

Dat ed:

Donna E. Shal al a

Secretary.
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